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SHANGHAI TO PLAY PIONEERING ROLE IN MODERNIZATION 
Shanghai SHEHUI KEXUE [SOCIAL SCIENCES} in Chinese No 11, 15 Nov 84 pp 2-3 


[Article by He Gaosheng [6320 6964 5110]: "A Program uf Action for Reform 
of the Economic System"] 


[Text] "The Decision of the CPC Central Committee on Reform of the Economic 
System" (hereinafter referred to as "Decision"), adopted by the Third Plenum 
of the 12th CPC Central Committee, has grasped the principle of integrating 
the fundamental tenets of Marxism-Leninism with Chinese realities, made an 
all-round analysis of China's prevailing excellent economic and political 
situation, summed up scientifically both positive and negative experiences 
of China's building of socialism, particularly the experience of reforming 
the economic system in cities and villages in recent years, expounded 
thoroughly the necessity and urgency of accelerating reform of the entire 
economic system with cities as a principal target, presented a clear and 
definite answer to the orientations and characteristics and tasks of reform, 
and elucidated systematically the central links, main contents, and a series 
of basic principles and policies for reform of the economic system. This 

is a pregrammatic document guiding the reform of China's economic system. 


The "Decision" is a scientific summation of the reform of China's economic 
System, notably the economic reform in urban and rural areas since the Third 
Plenum of the llth CPC Central Committee. As early as the mid-1950s, already 
brought to light gradually were the flaws of a highly centralized system that 
had been instituted and shaped in the initial period of the founding of 
China, a system composed mainly of administrative measures and discrimination 
against market ¢uegulatory roles. Over the past 20 years and more, several 
reforms kad been carried out, yet because of a whole complex of factors, this 
ossizied system that was incompatible with the requirements of the develop- 
mert of the preductive forces remained basically unchanged. The result was 

a prolonged lack of distinction in duties between government administration 
and enterprise management for a long time, the creation of barriers between 
higher and lower levels and between different departments or regions, exces- 
sive and scifling state control over the enterprises, disregard for commodity 
produc_ion, the law of value, and marketing roles, and the extremely serious 
phenomenon of equalitarianism in distribution, which made it impossible for 
us to bring into full play the superiority of our socialist system so rich iu 


vitality. 
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profits for retention, to substitution of tax payaents for profit delivery. 
This was further developed into the implementation of a diversified economic 
pattern, an emphasis on bringing into play the market regulatory role, and 
an intensification of economic integration. 


Since this year, the pace of reforming the urban economic system nationally 
has quickened, as it develops from individual reforms of the past to a com- 
prehensive reform with city as a unit of reform. New progress has also been 
achieved in the urban economic reform of Shanghai Municipality, where the 
municipal government has approved within a few months more than 20 categories 
of documents on reform that marks one new step forward in depth and breadth. 
Nevertheless, the reform of a few years ago was, generally speaking, a par- 
tial and preliminary reform possessing experimental characteristics in many 
aspects. Today, it is not just that the developing circumstances require 

an all ,ound reform, but that “conditions are ripe for an all-round reform 
of the economic system.” As Comrade Deng Xiaoping said: The reform of 
China’s urban and entire economic system "will embark on a course of all- 
round reform." The "Decision" has set forth the tasks of an all-round re- 
form, which symbolizes that the work of reforming China's economic system 

is progressing by leaps and bounds, and that the entire economic system-- 
particularly the urban economic system--has entered into a new stage, ©“om- 
prehensively creating a new horizon. 


The "Decision" is extremely rich in contents. It not only points out clear- 
ly the characteristics, objectives, and tasks of the reform, but also por- 
trays the blueprint of an economic system possessing Chinese characteristics. 
The essence of the socialist economic system consists in the relations of 
production, and it also involves the superstructure, including a series of 
concrete systems, management patterns, organizational forms, and distribution 
measures of the socialist economic management. The “Decision,” in compliance 
with the general requirement of building a socialism possessing Chinese char- 
acteristics, has charted an overall plan that is compatible with what the 
objective laws require for the main contents of the economic system and for 
t'e mutual relationships of the system, thereby profoundly impressing the 
people with everything fresh and new. 


The “Decision” emphatically points this out: A central link in the chain of 
rerorming the economic system is enhancement of the vitality of enterprises. 
For, first of all, a socialism possessing Chinese characteristics is one in 
which the enterprises are full of vitality. An essential content and a basic 
requirement of the entire economic system reform is the establishment of a 
correct relationship between the state and the enterprises, and between the 
enterprises and their staff and workers. To realize this basic requirement, 
it is necessary to appropriately carry into effect a complete and thorough 
reform in all aspects, particularly the establishment step by step of a 
planning system which integrates unity with flexibility, a reasonable price 
system which is in keeping with the needs of national economic development, 
a labor and wages system which reflects the principle of distribution ac- 
cording to work, and an economic management system which implements a divi- 
sion of duties between government administration and enterprise managemen., 
and which is capable of correctly bringing into play the functions of the 








State in management of the economy. The tlueprint of reform, with the vari 
ous principles and policies related to it, which have all proceeded from 
reality and which in the light of principles have solved some basic problems 
that are most complicated and most difficult in reforming the economic systen 
is a compass guiding the actions of our reform. 


Glittering from beginning to end with the theoretical radiance of Marxism- 
Leninism, the “Decision"--on many impertant theoretical issues and basic 
policies--has created a breakthrough in the long-standing traditional ideas 
and has elevated our understanding of socialism to a new level. A paragon 
of ideological emancipation, a pattern of excellence for seeking truth from 
facts, the “Decision” has hammered out a penetrating and brilliant answer 
to a number of the theoretical issues of paramount importance, in accordance 
with the Marxist-Leninist stands, viewpoints, and methods. What has pro- 
foundly enriched the political economy of Marxism-Leninism and the theoret- 
ical treasure-house of scientific socialism, thereby maxing it function as 
a powerful weapon for correcting and eliminating the long-standing "left" 
influences and the various misunderstanding of socialism, is the answer 
which defines, for instance, that a Chinese-style socialism of vitality not 
only differentiates itself basically from capitalism but also differs en- 
tirely from an ossified socialist pattern; that the naiure of socialist econ- 
omy is a planned economy based on public ownership (of the means of produc- 
tion), namely, a planned commodity economy; that the right to own and the 
right to manage enterprises of ownership by the whole people should and could 
be appropriately segregated, for enterprises are relatively independent pro- 
ducers and managers of commodities; that a socialist country must carry into 
effect division of duties between government administration and enterprise 
management, simplification of government administration and delegation of 
power, and it must correctly oring into play the state functions in running 
the economy; that a part of che people could first be made rich, for common 
affluence does not mean synchronous affluence, etc., and a series of basic 
principles and policies for implementing an all-round reform (such as, the 
national economic plan can only be a slapdash and elastic plan, the imple- 
mentation of a planned economy does not mean the implementation of an econ- 
omy centering on guidance-type planning, the scopes and limits of running 
flexible enterprises and making macroadjustments, etc.). 

Theory guides action and is the foundation of policy. To do a good job in 
the all-round economic system reform, it is essential to be adequately pre- 
pared theoretically and ideologically. A cardinal task of today is to act 
in accordance with the deployments of the central authorities and the munici- 
pal CPC committee in earnestly studying the “Decision,” in striving hard to 


digest it and in profoundly mastering its spiritual essence, in simultane- 
ously going down to the grass-roots units to conduct investigation and study, 
in integrating the ideological issues of reform with problems in the reali- 
ties of life, in combining new circumstances and new contradictions cropping 
up in depth, and in studying over and over again to secure an uninterrupted 
intensification, so that our thinking and action may truly be unified under 
the decision of the central authorities. 











Shanghai is China's important industrial base, a seaport city, and the 
largest economic center, occupying a decisive position of paramount impor- 
tance in China's modern socialist construction. The state pins great ex- 
pectatious on development cf the Shanghai economy and on the role Shanghai 
plays as a core city of diversified functions in rendering services to the 
whole nation. It is esseutial that Shanghai be built as quickly as possible 
into China's socialist modern core city of an open pattern, of multifunctions, 
and of reasonable industrial structures, and that a logical multilevel, 
multichannel, and multiform economic network relying on Shanghai be estab- 
lished, in order to bring into full play the role of Shanghai as a “pioneer" 
in the nationwide four-modernizations program. It is necessary to further 
emancipate ideology, adopt positive and solid measures of reform, quicken 
the pace of reform of the urban economic system, and strive to be in the 
forefront of a comprehensive reform. A task of top priority today is to im- 
plement the various measures of reform that have been set forth, to delegate 
power and simplify government administration, to run enterprises in a lively 
and flexible way, to build up the vitality of enterprises, to arouse the 
enthusiasm of staff and workers, to step up macroadjustment, to strengthen 
the economic horizontal relations, and to promote a coordinated development 
of the economy as a whole. 


Facing the new stage of 2n all-round reform of the economic system, the 
Shanghai theoretical workers and economic workers are undertaking an ex- 
tremely arduous and strenuous task of advancing new ideas in scientific re- 
search, propaganda, education, and practice. Nevertheless, the situation 
is excellent, and there are many favwrable conditions. As long as things 
are well organized and potential superiority is brought into full play, we 
shall be highly confident of taking on new combat missions. Under new cir- 
cumstances and higher demands, it is necessary to unite closely and adopt 
many and varied forms of alliance, to unfold a theoretical inquiry into the 
economic system reform, to carry into effect a lively education on reform 
of theories and policies, to go one step forward in animating the atmosphere 
of economic theory in Shanghai, to enthusiastically participate in reform 
of practice, in summation of experiences, in a common study and formulation 
of the various programs of reform, in striving to do a faster and better 
job in reform of Shanghai's economic system, and in transforming the great 
spiritual force of the "Decision" into a material force for propelling the 
four modernizations and for enhancing a speedy development of social pro- 
ductivity. 
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CHINESE ECONOMISTS ON ECONOMIC REFORM, OPEN DOOR POLICY 
Beijing JINGJIXUE ZHOUBAO in Chinese 11 Feb 85 p 2 


[Article by Guo Yanchun [6753 5333 2504]: “Adhere to the Open-Door Policy and 
Do A Good Job in the Reform of the Economic System") 


{Text] Editor's note: An “advanced course on the reform of 
the economic system and the open-door policy" sponsored by 
the Chinese Federation of Economic Organizations has come to 
an end. Approaching from different angles, experts who were 
invited to give lectures in the course have made brilliant 
remarks on China's economic development in the new period. 
They have also made many sound suggestions for the current 
reform of the Economic system and the open-door policy. The 
following is an abridged report on their remarks published 
as a_ reference for your study. 


Ma Hong [7456 3163] said: A salient feature of socialist economy is planned 
economy. We must affirm this. However, affirming this point does not necessa- 
rily mean that we should deny that socialist economy also has the property of 
commodity economy. The opposite of commodity economy is not planned economy, 
but natural economy. 


He said: An important content of the reform of the economic system is to orga- 
nize the economic activities of the whole society in accordance with the demands 
of a commodity economy while achering to the principles of a planned economy. 
This demands that we strive to eep major aspects under control and let go of 
minor aspects. In other words, .: should invigorate the economic life of all 
sectors in urban and rural areas on the prerequisite of guaranteeing the coordi- 
nated development of the macroeconomy. In order to do so, we should admit that 
it is possible to unify in theory the property of planned economy and commodity 
economy in a socialist economy and to discover in practice the form and point of 
their integration. 


Liu Guoguang [0491 0948 0342] said: Every type of economic system has some basic 
aspects of ownership structure, economic policy making structure, economic regu- 
lation system, economic interests system and economic organizational structure. 
The transformation orientation of China's socialist economic model can be 
roughly summarized in the following five points: 











1. China will change the unitary public ownership structure of the past to an 
ownership structure which has the ownership by the whole people as the mainstay 
and allows the common development of diversified management methods and economic 
forms including collective economy, individual economy and integrated bodies of 
various economies. 


2. Under the system of the ownership by the whole pecple, China will delegate 
economic policy making power which was overcentralized at the state level in 
the past to the state, enterprises and laborers tc form a multi-level economic 
policy making structure focusing on enhancing the vitality of enterprises. 


3. With regard to the relationship between planning and market, China will 
change its past planning system, which rejected market mechanism and relied 
mainly on command-style plans and administrative means, to an economic regula- 
tion system that strengthens command-style plans, relies mainly on such economic 
means as prices and uses the market mechanism. 


4. With regard to the distribution system, China will change its past practice 
of overemphasizing state interests to an economic interests system that gives 
due consideration to the state, collectives and individuals and closely combines 
economic income with economic results. 


5. With regard to organization, China will change its past economic organiza- 
tional structure which confused government functions with enterprise responsi- 
bility, relied mainly on vertical affiliation and was characterized by the 
barriers between central and local authorities to a criss-crossed network-like 
economic organization system that separates goveriument functions from enterprise 
responsibility, relies mainly on horizontal affiliation and uses central cities 
as its pivot. 


He said: These aspects form a new economic model which is a Chinese-style, 
pianned economic model, under which enterprises vigorously and voluntarily 
follow and use the law of value. Not only is it totally different from the 
market economic model of capitalist countries, but it also is very different 
from other socialist count.ies. It has prominent Chinese characteristics. 


Huan Xiang [1360 6763) said: At present, major countries in whe world are 
competing acutely in the field of new technology research and appiication. 

Those who had an head start strive to maintain the advantage; those which 
started late try to catch up. The economic value of the products of new science 
and technology cannot surpass that of the products of traditional industries 

for the time being, but it certainly will in the future. The cycle from the 
results of basic research to actual application and then to the marketing of new 
products has been shortened to about 2 years. Many countries have adopted effec- 
tive measures for the development of science and technology such as increasing 
spending budgets and strengthening the training of young scientific and techno- 


logical forces. The scale of international scientific and technological exchanges 


has also become larger and larger. 








He said: In view of these conditions and China's reality, China should adopt 
the following countermeasures: 1) Strengthen the unified leadership of the 
state, define key points and formulate long- and intermediate-term plans; 2) 
study tthe world's trend of economic and scientific and technological develop- 
ment in the year 2050; 3) absorb foreign technology and funds, bring into play 
China's advantages in natural resources and combine the efforts of the army and 
the people to produce fine-quality, hot-selling products and enter the compe- 
tition on international markets; 4) quickly transfer scientific research results 
into productive forces; and 5) establish a national scientific and technological 
information exchange network. 


When asked what is the basic difference between socialist and capitalist commo- 
dity economy, Sun Shangquing [1327 1424 3237] said: As far as the commodity 
economy itself is concerned, there is no essential difference. The difference 
is about ownership. Besides, labor, conscience and morals are all commodities 
in a capitalist society but not in a socialist society. 


When asked why is commodity economy considered as an impassable stage of social- 
ist economic development, he said: First, this is Marxist theory. Second, the 
fundamental interests of all people are identical in the socialist period, but 
difference also exists between the economic interests of the part and the whole 
and between different localities. Commodity exchange relations also exist among 
them. Third, socialist production must be regulated and developed by commodity 
economy and its le». 


When asked how do we comprehend that socialism is the organic entity of commo- 
dity economy and planned economy, he said: The unified socialist plan must be 
a plan that gives full consideration to the law of value and suits the condi- 
tion of commodity economy. 


When asked what would happen to commodity economy after the socialist period, 
he said: I do not agree with the theory of the eternal existence of commodity 
economy, but the disappearance of commodity economy is still something that 
would cnly happen in the very remote future. I believe there will be a better 
form to replace it. 


Gu Ming [7357 2494] said: China has entered a new socialist period of compre- 
hensive reforms. During this period, it is necessary to strengthen legal system 
and run the country by law. The party constitution stipulates that the party 
must operate within the limit provided by the Constitution and law. This indi- 
cates that China has entered an era of legal system. 


He said: To strengthen economic legislation, we should carry out the following 
tasks in the future: 


1. Carry out legislation in a planned way. China's economic legal system is 
very weak. All tasks are waiting to be carried out. We must not rush it. In- 
stead, we should carry it out in a planned and step-by-step manner. 











2. Lay out legislative procedures to prevent different departments from dis- 
puting over legislative issues. 


3. Expand the legislative power of all provinces. The State Council may proml- 
gate temporary laws and regulations to meet the need of the fast developing 
economy. 


4. Make futher efforts to sort out existing laws and regulations. According 
to statistics, China has formulated 2,000 laws and regulations since its found- 
ing. Many old laws and regulations contradict new ones. Only 30 percent of 
these laws and regulations do not conflict with the constitution currently in 
effect. 


5. Strengthen the enforcement, supervision and inspection of economic laws. 
All laws and regulations must be supervised and controlled by departments 
assigned specifically to do so. 


He also said: To intensify the publicity of economic ‘egal system, we need to 
carry out a great deal of work. In order to train cadres and spread the know- 
ledge of economic laws, first of all we should take some time to train all plant 
directors and enterprise managers in China. 


Jiang Yiwei [5592 0001 5517] said: To understand the question of “why do we 
consider increasing enterprises’ vitality as the central link in the reform of 
the economic system" we should understand the following few points" 


1. The purpose of the reform of the economic system is to liberate productive 
forces. Where are the productive forces of society? They can be found only in 
economic entities engaging in actual production. Therefore, we must invigorate 
enterprises by liberating them from various shcakles that restrain the develop- 
ment of productive forces. 


2. Enterprises also directly reflect the production relations of society. The 
reform of the economic system should adhere to the basic socialist system while 
reforming those concrete system which hinder the development of productive 
forces. Whether or not these concrete systems hinder the development of pro- 
ductive forces should be judged by whether or not the production and manage- 
ment of enterprises are actually restrained. 


3. The fundamental tasks of the reform is to “establish a Chinese-style socialist 
economic system which is full of life and energy to accelerate the development 
of productive forces." The foundation of such life and energy is determined by 
whether or not enterprises, the economic cells, are full of life and energy. 


Li Cong [2621 3827] said: The new technological revolution will make great im- 
pact on the world economy and bring about a new change in the worl economic 
structure. The characteristics of current world economic structure are as 


follows: 














1) Due to the development of North America, Japan, Western Furope, the Soviet 
Union, Eastern Europe, developing Asian countries around the Pacific and Latin 
American countries, the multipolarization of the world economy will becom in- 
creasingly obvious as days go by. 2) The development of developing countries. 
will become more uneven or polarized. The economic level of some rising indus- 
trial countries will further improve while the majority of the most underdeve- 
loped countries will remain stagnan: for a long time to come. 3) The gap be- 
tween developed countries and those developing countries which develop slowly 
or remain stagnant will be further widened. 


He said: Such a world economic structure wili be filled with complicated contra- 
dictions and struggles. To us, this will be an opportunity as well as a 
challenge. Therefore, our ccuntermeasures should be: 


1) Pluralize China's foreign economic and trade relations, change the past 
practice of focusing on the United States and Japan and properly expand and 
strengthen the relationship with Western Europe and the Soviet Union. 2) Search 
for a proper way to develop cooperative economic relations with our neighboring 
countries--namely developing countries and areas in the Southeast Asia with the 
focus on the ASEAN countries. 3) Develop and expand economic cooperation with 
developing countries and give them effective assistance. 


Zhang Zhuoyuan [1728 0587 0337] said: From now on, China's price system reform 
will be carried out in three areas: 1) The reform of the factory prices of 
industrial products focusing on increasing the prices of energy resources anc 
mineral products, which includes increasing the prices of energy resources and 
mineral products, readjusting timber prices, charges for water and the use of 
land in urban areas, and the prices of the products of raw materia! and proces- 
sing industries, increasing freight and readjustins the prices of construction 
products; 2) the price reform of circulation links focusing on solving the 
problem of excessive price subsidies for consumer goods which also includes 
increasing rent and the prices of the means of agricultural production; and 3) 
the reform of the comparative prices of farm products focusing on readjusting 
grain prices which is to help readjust the industrial lineup of agriculture and 
enlarge quality-related price difference. The reform in the first area is the 
most important of all. 


He said: The principle of stabilizing commodity prices should not be abandoned, 
The general trend of commodity prices indicates that there will be a certain 
degree of inflation. . 't, we should control the average annual inflation rate, 
find out a safety line and a warn'ng line and try to keep the inflation rate 
under these lines. The sat ‘y line ‘or annual inflation rate is 2 percent. 


The final warning line is the aw 4, mual interest rate. Even during the 

years when comparative prices ana price differences are readjusted on a large 
scale, we still have to try to keep tie eral level of commodity prices and 
inflation rate under the warning * at the same time, even with a 2 to 3 

percent inflation, we still have cc t various measures to guarantee that 

the people's living standards ould » | ne. 
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PROVINCIAL AFFAIRS 


ZHEJIANG'S ECONOMIC GROWTH RATE ANALYZED 
Shanghai SHIJIE JINGJI DAOBAO in Chinese 7 Jan 85 p 5 
[Article: "“Zhejiang's Economic growth Rate was Among the Best in 1984") 


[Text] Wang Fang [3769 5364], secretary of the Zhejiang Provincial CPC 
Committee, and Xue Ju [5641 7467], governor of the Zhejiang Province, were 
interviewed separately in Hangzhou not long ago by ZHiJIE JINGJI DAOBAO 
reporters. The figures supplied by them outlined the general situation of 
Zhe jiang's economy in 1984. Zhejiang's total industrial and agricultural 
output value in 1984 increased 19 percent over 1983. Of which, total 
industrial output value increased 23 pecent and total agricultural output 
value increased 17 percent. The two leaders pointed out that since the 3d 
Plenary Session of the llth CPC Central Committee, Zhejiang's economy has 
gradually entered the new stage of an high-speed overall growth. The 
absolute value of the average annual growth in total industrial and 
agricultural output value has been over 3 to 4 billion yuan. In 1984, the 
figure was estimated at near 8 billion yuan. If Zhejiang maintains this 
growth rate, it might be able to fulfill the task of doubling the total 
industrial and agricultural output value 4 years ahead of time. As we 
understand, Zhejiang's economic growth rate in 1984 was among the best of 
all provinces and has attracted the attention of central responsible 
comrades and the departments concerned. 


While summing up Zhejiang's experience in the continuous economic growth in 
recent years, they first emphasized the fact that the reform of the economic 
system has injected energy into enterprises and brought about the high-speed 
development of productive forces. Then, they pointed out the fact that 
Zhejiang has seized the characteristics of its economy and adopted some 
feasible measures. 


Seize the Three Characteristics of "Small, Light and Rare" in Industry 


1. "Small": Zhejiang's industrial enterprises are small but dynamic. They 
can be integrated and become large enterprises. Over 88 percent of them are 
owned by collectives, townships and towns. Only 11 percent are owned by the 
whole people. Over 90 percent are small enterprises. Based on this 
characteristic, Zhejiang Province gave first priority to delegating and 
expanding power for small enterprises, thereby laying a solid foundation for 
the economic growth. As we understand, in 1984, the total industrial 
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output value of enterprises owned by the whole people in Zhejiang Province 
increased 16 percent, that of collective enterprises increased 30 percent 
and that of township and town enterprises increased 4C percent. This is an 
example of the “small but dynamic" characteristic. 


2. “Light": Zhejiang's industry is mainly composed of light industries. 
Light industrial output value accounts for over 60 percent of the total 
industrial output value of Zhejiang Province. In recent years, Zhe jiang 
increased investment and technological transformation expenditures for such 
light industries as silk, textile, foods and paper-making. According to the 
statistics compiled by the People's Bank, by investing 1 yuan in 
technological transformation, Zhejiang Province could on the average 
increase output value by 3.7 yuan and tax payment and profit delivery by 
0.77 yuan in 1984. This is a short-cut that requires little investment but 
yields fast results. It is ideal for the old enterprises of light and 
textile industries. This year's technological transformation will focus on 
producing hot-selling products, developing popular-brand products and 
enahance the competitiveness of products on the market. 


3. "Rare": Zhejiang Province lacks raw materials and energy resources. 

Its economic growth and expansion in the past few years is inseparable from 
its economic coordination with neighboring provinces and municipalities. 

For example, over 80 percent of energy consumed by economic activities under 
the county level is coal produced through coordination. At present, 

Zhe jiang has established economic and technological coordination relations 
with 27 provinces, municipalities and autonomous regions. From now on, it 
should upgrade temporary coordination in a unified form to stabilize 
coordination in a variety of forms to make up for the shortages of raw 
materials, energy resources, personnel and technology. 


The two leader put special emphasis on the fact that after expanding the 
Shanghai Economic Zone, the four provinces and one municipality can take 
advantage of geographical superiority, enhance horizontal ties and bring 
into full play overall advantages under the principle of mutual benefits and 
common development. 


The Open-Door rolicy Promotes Agricultural Development 


Agriculture has an important position in the economy of Zhejiang Province. 
It accounts for more than 40 percent of the province's total national 
income, much higher than that of industry. However, the geographical 
condition of agricultural production in the province is "70 percent 
mountains and 10 percent waters" and the per-capita farmland occupation is 
only 7 fen. Because of this, several years ago, Zhejiang called for efforts 
to develop mountains and seas. Now it has realized that it cannot make big 
progress by relying only on its own efforts. Therefore, it decides to 
absorb foreign funds and personnel through various levels and channels while 
speeding up the internal readjustment of agriculture and carry out 
integration on the basis of voluntary participation and mutual benefits so 
as to develop mountains and marine resources through cooperative efforts. 
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As we understand, Zhoushan Prefecture recently signed a contract with a 
Japanese company on establishing a joint-management company in an effort to 
use advanced foreign equipment to develop deep-sea fishery resources. In 
sum, quickly developing and utilizing the 100 million wm of mountains and 
2.46 million mu of beaches in Zhejiang Province is undoubtedly helpful to 
dev2loping the industry and readjusting the lineup of agricultural 
production in this province. 


Opening up to the Inside and Outside World 


Zhe jiang's coastal line is over 2,000 km long. From north to south there 
are two coastal open cities of Ningbo and Wenzhou in addition to the 
developing modern international tourist city--Hangzhou--forming three gates 
open to the outside world. According to statistics, in 1984 Zhejiang 
invested a total of over $100 million in joint ventures and cooperative 
enterprises, much more than the total amount invested in the previous 3 
years. This year, Zhejiang will continue to do a good job in opening up the 
three cities mentioned above, especially the construction of some 
infrastructure facilities, and use experiences gained in these cities to 
promote the development of foreign economic work throughout the province. 
Zhe jiang has decided to hold several trade talks, fairs and exhibitions 
every year with the participation of foreign businessmen. While inviting 
foreigners to work in China, Zhejiang will make arrangement for persons 
concerned to go abroad in a planned manner and with clear objectives to 
investigate and study advanced foreign technology and management experience. 


Above is how to use experiences gained in key points to promote work in all 
areas in opening up to the outside world. It also applies to the economic 
development of Zhejiang Province. In other words, experiences gained in the 
work of plains and urban areas will be used to promote work in mountainous 
and rural areas. The general purpose is to improve northeastern and develop 
southeastern Zhejiang to gradually balance the province's economic 
development. Zhejiang puts special emphasis on the need to bring into play 
the role of urban areas as economic center, especially in invigorating the 
exchanges between urban and rural areas and providing information and 
various other services, so as to gradually develop urban areas into open, 
radiant and attractive network-like economic centers. 
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HUNAN PREFULFILLS SIXTH 5-YEAR PLAN 
Changsha HUNAN JINGJI XINXIBAO in Chinese 2 Feb 85 p 1 


[Article by Luo Ying [5012 5391): "Hunan Will Fulfill the Sixth 5-Year Plan 
Ahead of Time"™] 


[Text] This year is the last year in the Sixth 5-Year Plan period. According 
to calculations of the Hunan Provincial CCP Committee, Hunan Province will ful- 
fill its Sixth 5-Year Plan ahead of time. It is estimated that the total in- 
dustrial and agricultural output value will reach 42.4 billion yuan this year 
and its average annual increase rate during the Sixth 5-Year Plan period will 
be 7.6 percent--7.4 percent in agriculture and 7.7 percent in industry. Based 
on the 5 percent average annual increase rate stipulated in the Sixth 5-Year 
Plan, Hunan will be able to fulfill its plan 1 year ahead of time. It is 
estimated that the national income plan will be overfulfilled by 26 percent 

and per-capita national income will reach 550 yuan. 


All the ‘1 agricultural targets assigned by the state to Hunan Province in the 
Sixth 5-Year Plan will be overfulfilled ahead of time except for silkworn co- 
coons. Among them the grain target has already been overfulfilled 3 years 
ahead of time. 


Nine of the 53 industrial targets assigned by the state to Hunan Province in 

the Sixth 5-Year Plan will not be fulfilled on time because of insufficient 
production capacity and a lack of markets; the remaining 44 targets, including 
raw coal, power output, steel products, 10 nonferrous metals, synthetic ammonia, 
cement and cigarettes, will be fulfilled or overfulfilled. 


Due to the lack of strict control over the overall scale of capital construction 
in the first 2 years of the Sixth 5-Year Plan period, capital construction 
investment slightly exceeded the plan in the later stage of the Sixth 5-Year 
Plan period. Of the 31 large and medium-sized projects arranged by the central 
and local governments, 1 has been suspended, 13 have been completed and 17 are 
under construction. 


Total social retail sales may reach 14.5 billion yuan and register an average 
annual increase of 9.5 percent. It is estimated that major commodity procure- 
ment plans for the Sixth 5-Year Plan period will be fulfilled. 
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HUNAN'S 28 KEY CONSTRUCTION PROJECTS 
Changsha HUNAN JINGJI XINXIBAO in Chinese 2 Feb 85 p 1 


[Article by Chen Zuogui [7115 0155 6311} : “Hunan Province Will Carry out 28 
Old and New Construction Projects This Year--Invigorate Hunan's Economy and 
Do A Good Job in Key Construction Projects"] 


[Text] The Hunan Provincial Government has approved that Hunan will carry out 
28 old and new key construction projects in 1985. The completion of these 
projects will increase power generating capacity by 1.655 million kilowatt, 
500,000-volt extrahigh tension power lines by 460 km, coal mining capacity by 
1.17 million tons, cement production by 550,000 tons, glass production by 1.5 
million standard boxes and college enrollment quotas by 8,500 students. This 
is of great significance in enhancing the weak links in Hunan's economy such 
as energy resources, communications and raw materials and in promoting 
intellectual development. 


Among these key construction projects, there are nine energy projects, of 
which, three are newly added this year. They are the ¥Yiaodongjiang Hydropower 
Station, the Shimen Thermopower Plant with a generating capacity of 700,000 
kilowatt and a 500,000-volt extrahigh tension line running from Gezhou Dam to 
Changde and Zhuzhou. There are eight raw material and textile projects, of 
which two are newly added this year. They are the Shacaodan production line 
with an annual capacity of 2,500 tons at the Zhuzhou Chemical Plant and the 
Hunan Artificial Board Plant with an annual production capacity of 50,000 
cubic meters of plywood and 50,000 cubic meters of particle board. The seven 
communications and posts and telecommunications projects are mainly for the 
construction of railways, bridges, highways and civilian airports. In the 
field of education, culture and public health, a new project--the Xiangtan 
Normal School with an capacity to enroll 4,000 students--will be built this 
year in addition to the Xiangtan University and the Children's Hospital. 
Moreover, the Shenzhen Hunan Trade Building with a total investment of 80 
million yuan and a floor space of 65,000 square meters has also been listed as 
a key construction project. 
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LIAONING CITY TO SPONSOR ECONOMIC SYMPOSIUM 
0W251857 Beijing XINHUA in English 1500 GMT 25 Apr 85 


[Text] Beijing, 25 Apr (XINHUA)--An international symposium on economic 
and technical cooperation will be held in Jinzhou City, Liaoning Province, 


in September, Mayor Hu Zhanshan announced at a press conference here today. 


He said that the city government would propose 107 projects for nego- 
tiation during the ll-day conference to begin 5 September. 


He promised to give investors preferential treatment including income 
tax reductions and exemptions, tariff exemptions and sales of part of 
their products on the Chinese market. 


Cooperation wili cover petrochemicals, machine-building, electronics, 
metallurgy, building materials, textiles and aquaculture. 


The mayor said four city government delegations would soon visit Japan, 
the United States, the Federal Germany and Hong Kong for negotiations 
on more projects there. 


Covering 17,800 sq km, Jinchou administers six counties and five urban 
districts, with a combined population of 4.57 million. This coastal 
city has reserves of 30 types of minerals, including coal, petroleum, 
copper, lead and zinc, the mayor said. 


The city now has business ties with 200 firms in 40 countries and Hong 
Kong and Macao, said the mayor. 


Work on a port to handle three million tons of cargo annually will begin 
next year and will be completed in 1990. 


CSO: 4020/202 
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TIANJIN MAYOR IN INFRASTRUCTURE PROGRAM 
OW251008 Beijing XINHUA in English 0855 GMT 25 Apr 85 


[Text] Tianjin, 25 Apr (XINHUA)--Tianjin will build a subway, overhead 
light railways and city ring roads to form a three-deck urban communica- 
tions network. Coal gas, natural gas and liquefied petroleum gas will 
be the regular fuel of all the urban inhabitants, replacing the present 
coal briquets. 


These are some of the items in the blueprint for developing Tianjin's 
infrastructure by the vear 2000, presented by Mayor Li Ruihuan at the 
ongoing third session of the 10th Municipal People’s Congress. 


Wit out a highly efficient urban communications system, efforts to 
promote urban construction and the standard of living of Tianjin citizens 
would be severely hampered, Li said. 


Within the city proper, three ring roads will be opened, Linking 14 key 
roads running through the city, the mayor promised, adding that highways 
are also to be built to link central and suburban areas. 


Housing is still one of the city's headaches. In addition to building 
more houses, Li stressed, particular attention must be given to repairing 
old buildings, including those built in national styles of other countries 
to retain their original peculiarities. 


Upgrading of the existing airport and the railway station are also 
included in the blueprint, Li said. In addition, a telecommunications 
network linking major Chinese cities and cities overseas will be set up, 
he added. 


Among the projects to be built are several palaces for scientific and 
art research, a museum, a large library, an audio-visual education 
center and a gymnasium with the capacity to stage international competi- 
tions. 
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RESTRUCTURING REVITALIZES BELJING PRINTING PLANT 
OW232331 Beijing XINHUA in English 1849 GMT 23 Apr 85 


[Text] Beijing, 23 Apr (XINHUA)--The ongoing economic restructuring has 
enabled a printing and dyeing plant in Beijing to raise its output from 
17th to fourth place among such plants across China in just 6 months. 
Much of the credit goes to promotion of qualified technicians to 
structurally reform the plant's management and develop new products. 


The Beijing Printing and Dyeing Plant, set up in 1965, has 3,200 workers 
and staff, and its annual output has reached 0.1 billion meters. 


But it has found it hard to kecp pace with changing market demand because 
of little decision-making power in production, planning, management and 
marketing along with a sharp drop in the price of chemical fiber products 
and a steady rise in the price of fuel and raw materials. 


With varied new products turned out by an increasing number of small 

and medium-sized plants entering the market, the plant turned over to the 
state in the first quarter of last year only one-third of the profits it 
did in the same 1983 period, and orders for the second half of last year 
were only half capacity. 


Thanks to initial management reform, by the end of last year it turned 
over 49.6 percent more profits last year than in 1983 and thus became one 
of the country's most profitable industrial enterprises. 


Speaking of it, Premier Zhao noted in a recent tour of the plant that the 
key in implementing structural reform to revitalize industrial enter- 
prises lies in the selection of qualified technicians. 


Last April, the Beijing municipal industrial authorities appointed 

Xu Xiaochun, a technically competent senior engineer versed in modern 
management, as plant director. With his new decision-making powers, he 
carried out a series of reforms in production, marketing and management 
to gear products better to the market, as well as in wage and bonus 
structures, 
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More importantly, as plant director with full responsibility for production 
and management, he hired and fired workshop officials. In his year as 
director, he has hired 20 engineers and technicians as good innovators. 


One is 47-year-old pattern designer Bao Suichu, an excellent manager and 
now Xu's deputy. This 1962 graduate of the Zhejiang Fine Arts Institute 
designed a new bamboo leaf pattern for curtains. The plant has produced 
10 million meters of it, and it is their best-selling design. 


Another example is Zang Wenxin, 42, an electrician and 1964 graduate of 
the East China Textile Engineering Institute whom Xu has promoted four 
times in 6 months from deputy section chief to deputy chief engineer 
and deputy plant director for his proficiency and command of others' 
skills. 


Zang in turn selected able electricians to increase efficiency and 
sacked the irresponsible and technically incompetent. 
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XINHUA PROFILES SUCCESSFUL FACTORY DIRECTOR 
OW250810 Beijing XINHUA in English 0744 GMT 25 Apr 85 
("Model Factory Director Shows the Way''--XINHUA headline] 


[Text] Beijing, 25 Apr (XINHUA correspondent Yu Huiyin)--His wife was 
shocked and his relatives thought he was making an enormous mistake 
when Xu Xiaochun, a 54-year-old senior engineer, took the post of 
director of the Beijing Printing and Dyeing Mill which was then on the 
point of closing down. 


But Xu, a former deputy manager of the municipal Textiles, Printing 
and Dyeing Company, together with the 3,200 workers at his factory, 
made a profit in 8 months, setting an example for other enterprises. 


His success drew attention even from Premier Zhao Ziyang, who made a 
special trip to the factory and called on other enterprises to follow 
the example. 


In an interview with XINHUA, Xu attributed his success to the adoption 
of the new responsibility system. Xu, who graduated from college in 
1951, supported his argument by telling of his experiences as factory 
director. 


He served as director of the mill for the first time between March 198] 
and September 1983 when the mill, like other enterprises in China, 
adopted the responsibility system under the leadership of the factory 
party committee. 


Not long after taking office in March 1981, he found that he could do no 
more than carry out the decisions of the party committee, which was 
formed mostly of political cadree with Little technical knowledge. 


In an initial survey, Xu found many workshop heads incompetent, and 
suggested that they be replaced by the qualified younger professionals. 
His suggestion was rejected by the party committee under the pretext 
that those workshop directors were "representatives of the workers," 

and he himself was branded as "conceited" and "unqualified." As a 
consequence, he had to return to work in his former company in September 
1983. 
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But the situation in the mill deteriorated and some workers, being put 
on short time due to insufficient orders in the first quarter of 1984, 
were considering how to make a living after the factory was closed. 

At the request of the workers, Xu was appointed director again in April 
1984, 


Fortunately, soon after his resumption of the post, the State Council 
decision to popularize the factory director responsibility system in 
industrial enterprises was made public and greater decision-making power 
granted to enterprises in production, management and personnel. Making 
full use of these powers, Xu at once appointed six engineers and designers 
as his deputies and used competent young people to replace the previous 
heads of 17 major divisions and workshops. 


He also resorted to bonuses and housing allowances to arouse the workers’ 
enthusiasm. At the same time, 17 workers who had seriously violated 

work discipline or factory rules were disciplined or dismissed. "Some 

of those dismissed or punished bore me a great deal of ill-will, but this 
was the only way to keep the mill going," Xu said. 


With the factory director responsibility system in effect for only 

8 months, the mill increased its profits contribution to the state by 

50 percent at the end of last year, compared with the previous year. 

Its products are being exported to more than 40 countries and regions and 
new products are far short of demand. 


In the past year, workers’ welfare facilities, including a dining hall, 
a dance hall and a workers’ hospital, have been completed and working 
and housing conditions are also expected to improve. 


However, Xu still leads a frugal life, and books remain his major personal 
belongings. He receives a monthly salary of 158 yuan and his wife is a 
retired worker. The couple spend a big portion of their income buying 
books including such subjects as dyeing and printing technique, management, 
history, philosophy, Literature and foreign languages. 


CSO: 4020/202 
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ECONOMIC MANAGEMENT 


THINK TANK ASSISTS BEIJING ECONOMIC GROWTH 
0W251748 Beijing XINHUA in English 1404 GMT 25 Apr 85 


[Text] Beijing, 25 Apr (XINHUA)--A think tank, set up by the Beijing 
government in 1980, is helping the city improve economic results, 
according to municipal officials. The group of brain trustees is made 
up of 1,160 experts on industry, agriculture, finance, transport and 
urban development sitting on 62 advisory panels. 


Last year, Liu Tianquan, senior engineer at the Chinese Coal Mining 
Academy and his group, surveyed coal mines in the western counties of 
Beijing. Their aim was to find out if seams under riverbeds, railways 
and buildings could be extracted. The group did a feasibility study 
and came up with a plan that would yield 12 million tons of coal. 


Rice production in Beijing has been threatened by drought for many years 
running. Last year, Guo Yixian, an associate researcher at the Chinese 
Academy of Agricultural Sciences, introduced a method which reduced the 
water needed for one hectare of paddy field from 7,500 metric tons to 
1,410 without affecting yields. Now 11,300 hectares of paddy rice or 

25 percent of Beijing's output are cultivated this way. 


Most of the think tank members are professors, engineers and researchers. 
They are hired by the municipal government but work in research 
institutes, factories and universities most of the year and are called 
in when necessary. 


Now many more advisors are engaged by Beijing's district and county 
governments. The number has reached sbout 7,000. 


CSO: 4020/202 
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BENEFITS OF POOLING CAPITAL WITH STOCK DESCRIBED 
Wuhan HUBEI RIBAO in Chinese 27 Dec 84 p 4 


[Article by Yan Chengzhong [2518 2110 6850]: "Pooling Capital by Stock 
Beaefits Economic Construction" ] 


[Text] Some enterprises in Wuhan have started to issue stocks individually 
or through agents in an experimental way. This is something new in 
financial and monetary improvement which is a part of the reform of the 
whole economic system. For a long time stocks were considered a type 

of capitalistic financing. As a matter of fact, the issuance of stock 

is the outcome of the development of the forces of production to a certain 
degree. It depends how we could keep the advantagous side of stock, 
discard its disadvantagous side and make it beneficial for economic 
construction. 


Some people are worried about the fact that the distribution of stocks 
may break the equilibrium of state capital. In fact, because of the 
characteristics of stock functions, stocks can improve the equilibrium 

of state capital and the reasonable dispersion of capital and play a 

role in replenishing and strengthening capital. At the present time, 
state finance still has not made a complete turn for the better. The 
state still imports a limited amount of foreign capital. There is still 
a prominent situation of insufficiency of capital in the development 

of the urban economy. For example, the technical reform of the first 
group of projects of 1984 needs 160 million yuan, of which 60 million 
yuan must be paid by the enterprises themselves. Meanwhile, in the reform 
of the economic system the local administrations and enterprises obtained 
more financial rights, the income of citizens increased, some enterprises 
gained more financial power and some citizens have extra money. 
Administrative institutions, social blocs and enterprises with 
Chinese-foreign joint capital also have some extra capital, which they 

do not invest all the time. Therefore, the need for capital and the 
existence of more money provide the possibility for the issuance of 
stock. 


Stocks can concentrate the money which is spread throughout the society 
and change the unused money into usable money. On the other hand, stocks 
can ease the pressure made by dormant money and extra-plan funds on the 
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market for consumer goods and reduce the difference between cash and 
the supply of goods. Also, the issuance of stock helps industries, 
institutions and administrative areas to establish and strengthen their 
economic relaticas. 


Compared with state loans and the method of loan repayment, stock has 
more sources, is more flexible, is easy to transfer, is fast in function 
and is an effective adjunct of state finance. An important premise for 
the issuance of stock for the purpose of the accumulation of capital is 
that the stock should provide higher annual dividends than the bank 
savings interest. This pressure requires the enterprises to work out 
correct management and demands that they use their limited capital for 
their urgent projects in order to gain more economic results. 


Undoubtedly, the distribution of stocks reduces the cash amount held by 
banks. However, changing short-term savings, which are not banked, 
into long-term savings, or stocks, can turn part of the consumers’ 
money into productive capital, which is beneficial for both the state 
and the citizens. 


We must also consider the possible negative factors caused by the 
distribution of stock and fully predict the concrete problems which may 
be caused by stock transfers, by payment of interest or capital, by 
differences of the earnings of capital and by the distribution of 
dividends. For this purpose it is necessary for the related institutions 
of government to work out a national regulation and policy for the 
issuance of stock in order to encourage enterprises to distribute stock 
and pool capital. The government must institute nationwide centralized 
and coordinated management and establish legislation for the issuance 
of stock in order to protect the economic interest of enterprises and 
the stockholders and to improve stock distribution in the reform. 


12715 
CSO: 4006/336 
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FINANCE AND BANKING 


"TWO SWITCHES’ NECESSARY FOR PROFIT REFORM 


Shanghai SHANGHAI KUAIJI [SHANGHAI ACCOUNTING] in Chinese No 1, 25 Jan 85 
pp 21-22 


[Article by Li Laisu [2621 0171 5685]: "Responsible Departments Must Control 
the ‘Two Switches’ in the Second Step of Reform of the Substitution of Tax 
Payment for Profit Delivery"] 


[Text] After the second step of the substitution of tax payment for profit 
delivery has gotten under way, each industrial and mining enterprise that must 
pay taxes, after checking and approving an adjusted tax rate, will respective- 
ly adopt a retained profit margin. The level of retained profits is directly 
related to the future development of the production of industrial and mining 
enterprises and thus naturally is of great concern to the workers. 


According to regulations, in principle, the level of retained profits must be 
approved and ratified by responsible departments, thus causing the economic 
relationship between the state and enterprises to be fixed through a legal 
process. This is the way the level of retained profits was determined during 
the first step of the substitution of tax payment for profit delivery. Cur- 
rently, we are proceeding into the second step, and based on the experimental 
methods approved by the State Council and the supplemental regulations passed 
down by Shanghai, the level of retained profits is based on the first step, 
that is, on the basis of calculating a base amount of retained profit and a 
standard amount to be reduced. Thus, the base figuie for 1983 obviously has 
a decisive effect on the second step of the substitution of tax payment for 
profit delivery. 


The problem is that the level of retained profits that was checked and approv- 
ed during the first step of the substitution of tax payment for profit delivery 
is based mainly on the average profits realized during the 3 years before 
1983. With regard to the situation in my industry, during that period of 
further readjustment to the national economy, the economic situations of all 
subordinate enterprises were affected differently because of changes in objec- 
tive circumstances and great differences in economic results. In order to 
achieve a balance of bonuses and welfare funds between the enterprises of an 
industry, at that time we did the following: we adjusted tax rates upward for 
enterprises that had sufficient tasks and had a good record in completing pro- 
duction, so the retained profit margin was generally fairly low. The tax 
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rate was usually adjusted downward for enterprises that did a less than ideal 
job in completing tasks, and thus the retained profit rate was generally on 
the high side. Needless to say, this was necessary under the historical con- 
ditions of that time. The present situation is different from the past. Due 
to objective and subjective reasons, many of the enterprises that were slow 

in completing tasks have picked up the pace to the point that they have 
achieved a large increase in economic results, and if this factor is not taken 
into consideration when the retained profit margin is being checked and ap- 
proved and the old rate is still used, then these enterprises will greatly 
increase their retained profits. Conversely, because the retained profits of 
enterprises of enterprises that did a good job in completing production tasks 
were low to start with, the starting point of their adjusted tax rate was 
fairly high and their capability to accelerate was usually fairly low, and 
this thus affects the level of retained »rofits in 1984. On this relatively 
irrational basis, if we do not deal with this problem, won't the seed of 
"egalitarianism" that has been sown under these earlier circumstances continue 
to be handed down in light of these new historical conditions? This certainly 
is not the method of rewarding the diligent and punishing the lazy. Tax 
revenue which is regarded as an adjusted economic lever must appropriately 
solve this "problem leftover from history." 


Based on the spirit of the supplemental regulations of the municipal Bureau of 
Finance, the steps for checking and approving an adjusted tax rate at each 
level are: "The enterprises's responsible departments first check and approve 
the rate, and then the responsible departments along with financial super- 
visory organizations respectively check and approve the rate at the enter- 
prise's grass roots level." The reason this is done is because when checking 
and approving at the grass-roots level, the responsible departments can be 
qualified to speak in light of the favorable condition of their grasp of the 
entire situation, and they must also make a statement according to the 
principle of seeking truth from facts. 


In that case, how is the retained profit margin "jointly" checked and approved? 
With regard to the situation in my industry, I feel that it is extremely 
important to control the two switches. 


The first switch is "to look behind and ahead." We must proceed by encourag- 
ing those who are advanced, differentiate between two different situations 
and, under a unified rate that has been checked and approved by responsible 
departments, rationally adjust profits and set one rate for each enterprise. 
We must make the following distinctions: a) we must distinguish between 
enterprises that have already given play to their capabilities and whose pro- 
duction is steadily rising and enterprises whose latent production curve has 
not yet begun to rise; b) between enterprises that have had little or no 
investment in the past few years and enterprises that have had a large amount 
of investment; c) between enterprises that have imported projects or key pro- 
ducts and enterprises that have not; d) between enterprises whose average 
level of profits is higher than the industry standard and enterprises whose 
profit level is lower than the standard; e) between enterprises with heavy 
materials and Light work and enterprises with light materials and heavy work; 
f) between "technology" factories and "product" factories; g) between 
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factories in the suburbs and factories in the city; and h) between enterprises 
that are poisonous, filthy and serious and enterprises that are not. Most 
enterprises which come under the category of the first half of the eight 
distinctions, for one reason or another, and mostly because of objective 
reasons, cannot greatly enhance economic results with regard to their original 
profits. Thus, when we set their tax rates, there is no harm in giving an 
appropriate amount of encouragement. This type of support and consideration 
is a guarantee of the “fast ox" and is thus necessary. Conversely, because 
the enterprises in the second half of the eight distinctions have good poten- 
tial and favorable conditions, we must place them on an appropriate starting 
line and must both uphold their legitimate rights and interests and urge them 
to give play to their enthusiasm for picking fruit one piece at a time. Thus, 
it is desirable to adjust the retained profit margin downward. An actual 
example is: when a certain electronics plant was implementing the first step 
of the substitution of tax payment for profit delivery, its production greatly 
decreased because its tasks at the time were insufficient and its retained 
profit margin was intentionally set high. After nearly two years, this 
plant's production rose again very quickly, and when a new retained profit 
margin was calculated after a conversion according to the profits already 
retained in 1983, the average bonus of this plant could possibly double the 
industry standard. Based on the aforementioned differences, it is reasonable 
and helpful to appropriately adjust retained profit margins downward. 





The second switch is the "method of increasing and decreasing." In the pro- 
cess of implementing the second step of the substitution of tax payment for 
profit delivery, responsible departments establish factory targets with dif- 
ferent requirements for different types of enterprises. Enterprises on one 
hand must calculate the amount to be retained according to the tax rate which 
has been examined and approved and the regulations for reducing the tax and 
on the other hand, based on the situation for checking this system, must 
adopt the method of increasing or reducing the total profits retained. For 
example, a certain award can be added for every economic target that is com- 
pleted; if a target is not completed, then a certain proportion of the bonus 
fund and welfare fund is deducted from the deserved retained profits of an 
enterprise according to regulations. The amount that is increased or deducted 
comes from a portion of the retained profits of the responsible departments. 
The advantage in doing it this way is that we give play to the "responsible" 
economic role of responsible departments, help arouse the enthusiasm of all 
subordinate enterprises, promote the accumulated "reserve strength" and pre- 
serve a never-ending vitality. 


Can we say that the first "switch" mentioned above implies egalitarianism and 
indiscriminate transfer of resources and is thus also some new type of 
"egalitarianism?" No. This truly is an interim method that is being adopted 
to reduce the factor of egalitarianism that is a result of the first step of 
the substitution of tax payment for profit delivery. It is an interim method 
because the current level of the management and administration of each enter- 
prise is affected by the irrational factors of the original economic manage- 
ment system and commodities pricing system, and a unified basis for rational 
competition has not yet been carried out. Thus, even in the second step of 
the substitution of tax payment for profit delivery, a unified retained profit 
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margin would be unable to precisely reflect the true results of an enter- 
prise's management. Controlling the "switch" of “looking behind and ahead" 
both fully guarantees the "fast ox" and fully encourages emulation of those 
who are advanced. Thus, this helps develop productive forces and is not 
egalitarianism and indiscririnate transfer of resources in its original 
meaning. However, with the continuous advancement of the reform of the eco- 
nomic system with cities as a key, I deeply believe that this interim period 
in the end will lose its meaning. 


12437 
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JILIN TO IMPLEMENT NEW FINANCIAL SYSTEM IN 1985 
Changchun JILIN RIBAO in Chinese 17 Jan 85 p 1 


[Article: "Starting This Year, Jilin Province Will be Implementing a New 
Financial System; Differentiate Between Different Taxes, Check Revenue and 
Expenditure, Arrange a Responsibility System and Use the System for 5 
Years") 


[Text] The provincial party committee and provincial government have decided 
to implement a new financial management system starting this year of 
“differentiating between different taxes, checking revenue and expenditures, 
arranging a responsibility system and using that system for five years." 


This new financial management system, on the basis of a summary of our 
financial responsibility system from the past five years, integrates Jilin's 
actual decision based on the spirit of the restructuring of the state 
financial system. Starting in 1980, Jilin implemented the financial 
management system in every city, prefecture, autonomous prefecture and 
county of "differentiating between income and expenditures and arranging a 
responsibility system." For the past 5 years, this system has played a 
major role in enhancing economic results, bringing about an improvement in 
the financial situation and ensuring the continued development of the 
national economy. This financial responsibility system has already run its 
full course. In order to meet the needs of the second step of the 
substitution of tax payment for profit delivery and the implementation of 
such financial reforms as transferring municipally-controlled county and 
provincial-level enterprises to lower levels, starting in 1985, Jilin will 
implement a financial management system in every city, prefecture, 
autonomous prefecture and county of "differentiating between different 
taxes, checking revenue and expenditures, arranging a responsibility system 
and using the system for 5 years." The new financial system upholds the 
principle of “unified leadership, arranged management," more clearly defines 
financial authority and responsibility at every level, overcomes the frame 
of mind of “everyone eating from the common pot" and arouses enthusiasm for 
financial management at every level. The new financial system permits and 
encourages a number of cities and counties to be the first to become 
well-off and supports and promotes areas that are not economically advanced 
to develop production and change their appearance. 
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The new financial management system clearly differentiates between the scope 
of revenue and expenditures. With regard to the revenue that is managed at 
every level, the new system differentiates between the fixed revenue and 
shared revenue of the province, cities, prefectures and autonomous 
prefectures. The profits realized from the financial resources developed by 
each area over the past 4 years is regarded as fixed revenue which should be 
completely handed over to each area, and it keeps up enthusiasm for 
developing production and broadening the sources of income while reducing 
expenditures. The product tax, value-added tax and business tax paid by 
industrial and commercial enterprises is regarded as shared revenue, and it 
ensures that the province and each area have a fairly steady source of 
income. When the province has decided to transfer an enterprise to a lower 
level, the eaterprise's finances will also be transferred to a lower level. 
We will use a quota method to transfer the losses must be divided or jointly 
borne by the province and each region. With regard to the management of 
expenditures, we will still control the scope of the management of 
expenditures according to the subordinate relationships of administrative 
institutions. The province is also transferring a portion of special 
allocations that it originally handled in a unified manner to each city, 
prefecture and autonomous prefecture, and is expanding the authority for 
managing local expenditures. 


The new financial management system stipulates that Jilin will establish 
funds for supporting the development of the production of areas that are not 
advanced. This system will adopt the method of providing either gratuitous 
financial support or support thet must be repaid, and will support areas 
that are not economically advanced and places that are based primarily on 
agriculture, have a single product economy and that rely on the province to 
subsidize their livlihood. This system accelerates the development of 
industry and tertiary industry and promotes the transformation fo food so as 
to reduce financial subsidies gradually year by year. 


In order to take care of the needs minority nationality autonomous 
prefectures and counties to develop their economies and their cultural and 
educational undertakings, the new fianncial system has stipulated that in 
places where revenue is greater than expenditures, a fixed portion of the 
difference will be remitted to the government and will not change for 5 
years. in places where the expenditures are greater than the revenue, the 
province will make up the difference, and the amount to be made up will 
increase 7 percent per year. The revenue and expenditure plans of Qianguo 
and Changbai Autonomous counties are listed in the plan which the province 
has transmitted to the different regions. 


The new financial management system stipulates that in order to be suited to 
the administrative management system, the financial system must also 
implement municipally controlled counties, establish county-level finances, 
organize revenue and expenditures within and outside of the budget and plan 
as a whole and distribute funds that small towns themselves have. 


12437 
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Regulations tor Paying Bonus Tax 
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It is clear from this that redressing the unhealthy tendency of recklessly 
issuing bonuses is completely different from promoting extra labor and ap- 
propriately issuing bonuses. Bonuses that conform to state regulations must 
be issued as before, and the better that enterprises complete the state plan 
and the greater margin by which enterprises increase their profits, the 
greater the bonuses they can issue; however, they must pay a bonus tax ac- 
cording to regulations. 


According to our understanding, a few enterprises even today are not clear 
about paying bonuses. In fact, enterprises with good sense must recognize 
that doing it this way on one hand can Limit the reckless issuance of bonuses, 
prevent a loss of control of consumption funds, ease market pressure and not 
cause unrest in economic livelihood and on the other hand can compel enter- 
prises to work hard to enhance economic results. In another respect, workers 
can earn greater income for more labor under the prerequisite of increasing 
work and increasing income and can raise their enthusiasm for work. In this 
respect, Shijiazhuang's state-run enterprises are making a good example. The 
head of the city’s tax bureau put it well: this reflects the spirit and style 
of “enterprises stimulating the state and workers increasing revenue while 
forgetting their own hard work" that has been brought about by the restructur- 
ing «f the economic system. We hope that even more enterprises from every 
region follow closely in the footsteps of Shijiazhuang's state-run enterprises 
and in this respect make a model which observes discipline and abides by the 
law. 


12437 
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BANK CREDIT FUND MANAGFMENT SYSTEM REFORM WELCOMED 
Beijing ZHONGGUO JINRONG [CHINA'S FINANCE] in Chinese No 12, 4 Dec 84 pp 14-15 


[Article by staff commentator: "Study Conscientiously, Practice Energet- 
ically and Welcome the New Situation in Bank Reform"] 


[Text] Fund management system reform is a key problem in bank system 
reform. The national bank credit fund management system reform conference 
has stressed this key problem; based on unifying knowledge and clarifying 
directions and through thorough study, it has formulated "Experimental 
Credit Fund Management Methods." In order to conform to these methods, it 
has correspondingly reformed a series of banking systems, such as planned 
credit management, joint banking contacts, issuing of currency and financial 
statistics. This reform is thus a fairly comprehensive reform of banking 
work focused on credit fund management. 


This reform is a breakthrough of decisive significance in bank reform. 
Based on accelerating the new situation in the whole economic system reform 
focused on the cities and based on the need to thoroughly develop bank 
system reform since the People's Bank has specially performed the function 
of a central bank, the conference has decided to fundamentally destroy the 
long-followed "big pottist" fund management and to implement a new system 
of “unified planning, division of funds, actual loans of actual savings 
and reciprocal contacts." It has, in other words, changed the past 

method of assigning planned credit targets level by level into one of 
"actual loans of actual savings" of credit funds, changed the past system 
of one large joint bank throughout the country into a unique joint banking 
system of four banks, changed the single interest rate for savings and 
loans of all specialized banks for the People's Bank into different 
interest rates for savings and loans and changed the proxy business between 
all specialized banks into handling the business through self-management. 
Carrying out these important changes has benefited banks in separating 
politics from business and in simplifying administration and expanding 
authority, can both ensure that the People's Rank performs its function 

as a central bank, strengthen macroscopic financial control and realize 
overall balance in national credit revenue and expenditures and can also 
arouse the management enthusiasm of specialized banks, enable them to 
truly become economic entities and fully develop the role of economic 
regulation measures. This fund management system reform is thus another 
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work must be done meticulously and strictly, and in addition to stressing 
doing a good job of preparation in areas such as cadre training and 
proceedural systems prior to implementing the new mtthods, it will also be 
necessary to lose no time in giving long-range consideration to and making 
overall plans for major reform problems. 


In reform work in areas such as credit fund management and joint banking 
systems, it will be necessary to handle well the following relationships. 


1. The relationship between bank reform and economic reform must be 
handled well. Although reforms in areas such as credit funds and joint 
banking systems belong to internal bank business system reform, these 
reforms are still closely related to economic management system reform and 
national economic development. First, bank system reform is part of the 
whole economic system reform, and the principles and methods of bank reform 
must be favorable to national economic development, to promoting the 
accelerated turnover of social funds and to improving the social results 

of fund use; this is the starting point and general] goal of our reform. 
Second, banks are a comprehensive part of the national economy and serve 
macroeconomic decisionmaking, and when considering financial control and 
invigoration, we must be consistent with the state in making economic 
policy decisions; if we depart from this track, bank control and invigora- 
tion may lose its orientation and it will be difficult to develop the role 
of economic service. Finally, this banking business reform proceeds from 
actual bank conditions, is established on the basis of present economic 
reform conditions and on practice and must be developed along with economic 
system reform developments and be coordinated and matched with economic 
system reform. 


2. The relationship between administrative levels must be handled well. 
This banking business reform basically takes all bank system management as 
its dominant factor and is in order to develop branch initiative, invigorate 
fund management and contact and strengthen management initiative. But 

there is horizontal actual loans of actual savings funds between specialized 
banks and the People's Bank; all banks can borrow from and loan funds to 
each other, and along with the development of relying on the role of key 
cities to organize the economy, the necessity of horizontal fund contact 
will become clearer and this will require that the relationship between 
administrative levels be handled well, enabling vertical fund management 

and horizontal contact and crisscrossing to be carried out and flexibility 
to be convenient. On one hand, understanding must thus be improved and 
relations in this area handled well and with initiative; on the other, 
problems in this area must also be solved well with business techniques, 
attention must be paid at all times to new changes resulting from and new 
needs pointed out by economic management system reform, and vertical and 
horizontal fund contact problems must be promptly solved and obstacles 
eliminated, enabling them to be free and unimpeded. 


3. The relationship between using administrative measures and economic 
levers must be handled well. Bank credit is closely connected to commodities 
and currency, the law of value has an important effect on credit activity 
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and we must break through the long-standing restricted understanding of 

“not daring to mention the law of value." Cadres must be taught to 
conscientiously follow the needs of the law of value, learn the skills of 
using economic levers, strengthen their concepts of interest and economic 
accounting and stress the role of economic regulation measures. This 
reform's having implemented different interest rates for savings and loans 
between joint banks and having carried out the system of being able to 
revise the proportions of paid savings and other penalty interest systems 
have all been formulated by the need to adapt to the law of value. When 
using essential administrative and legal measures from now on, it will be 
necessary to use more economic measures, and based on thorough investigation 
and study, mastering communications and information measures and doing a 
good job of prediction work, to learn as quickly as possible how to 
formulate a set of comprehensive plans for using economic levers for manage- 
ment and regulation in order to promote the improvement of bank management 
standards. 


4. Cooperation must be strengthened between all banks. This reform 
involves all banks and all internal bank business such as planning, funds, 
settling of accounts, accounting and statistics; all methods must be 
matched, all functional departments coordinated and all banks must work as 
one. This reform will otherwise be very difficult to accomplish. This 
jointly convened conference of four general banks has been closely coordi- 
nated and based on mutual understanding and accommodation and has made 
joint efforts to offer advice on doing a good job of bank reform; this has 
been a good beginning for bank reform and has presented an example for all 
banks. Provided all banks at all levels can carry forward this conference's 
spirit of unity and cooperation and enable this spirit to yield positive 
results in banks in all areas, banking system reform will certaini- be 
better carried out. All banking staff members and workers must study 
conscientiously, practice energetically and welcome the new situation in 
bank reform. 
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SCIFNTIFIC STUDY OF BANKS STRESSED 
Beijing ZHONGGUO JINRONG [CHINA'S FINANCE] in Chinese No 1, 4 Jan 85 pp 4-5 


[Summary of speech given by Yu Guangyuan [0060 0342 6678] at a cooperative 
conference on the scientific study of banking by five southwestern provinces 
and cities: "Full Attention Must Be Paid to the Problem of Studying Banks"] 


[Text] Theory must be integrated with practice when studying the documents 
of the Third Plenum of the 12th Central Committee. Judged from the point 

of view of work, these documents are studied in order to clarify our guiding 
ideology; from the point of view of study, only discussing work problems 

can enable our study to be closely integrated with practice. We should 
combine the study of documents with research work at this conference. 


Importance of the Problem of Studying Banks 


The importance of the problem of studying banks and the importance of 
studying a commodity economy have risen together. The more developed a 
commodity economy, the more important are banks. This is because banks are, 
of course, a result of the development of a commodity economy. Judged by 
China's economic development conditions, if the development of a commodity 
economy is not stressed or is blocked, the position of banks will be lowered, 
banking business will not be able to develop very well and banks will become 
financial and administrative appendages. The importance of the problems 

of banks and a commodity economy are thus one and the same thing. A major 
theoretical problem of the "Resolution On Economic System Reform" of the 
Third Plenum of the 12th CPC Central Committee has been to overcome the 
antagonisms between a commodity and a planned economy. That a planned and 

a commodity economy are not mutually exclusive has been a very great 
theoretical development. It can be said that China's economy is a planned 
economy containing a commodity economy utilizing the law of value; it can 
also be said that China's economy is planned commodity economy established 
on the basis of public ownership and that the two are one and the same 
thing. Certain past traditional modes of thinking of, acting on and 
handling this problem must thus be accordingly changed. In order to develop 
the socialist economy, a planned commodity economy must be developed. It 
will be impossible to develop a commodity economy without banks. It is 

thus clear that the success of banking work will have a great impact on 

the development of China's socialist commodity economy and that full 
attention must thus be paid to the problem of studying banks. 
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How Banking Work Should Basically Be Done 


This problem must be studied very thoroughly. Who will study it? We must 
rely on ourselves. I have recently been to Lanzhou and Guiyang, and all 
undeveloped regions have reported to me the problem of a lack of credit 

fund reserves. Poverty-stricken regions need funds, but bank savings occupy 
the dominant position in these regions and loans occupy the dominant position 
in developed ones; we deposit money here and they use it there. It is 
necessary to study how to solve this problem. 


Some people have been afraid to borrow money in the past but dare to now. 
But other people are still apprehensive, wanting to develop the economy but 
being afraid of the need to pay interest for loans. The problems here are 
that enterprises must improve results and loan interest rates must be under- 
stood. 


In addition to the problem of some enterprises not darinp to use bank funds, 
there are also the problems of many bank loan restrictions and of some 
enterprises wanting to use funds but being unable to. Some units are now 
issuing stocks and the people are withdrawinp money from banks to buy them; 
this is a problem of transferring money from this safe to that one. Why 
must it be done this way? The essence is who is to be able to use these 
funds, Since some enterprises now want to use bank funds but are unable to, 
they have issued stocks and can thus use the recruited funds. If bank 

loans did not have so many restrictions, it would seem that so many fund- 
raising companies would not be able to he set up. Keynes’ "Flexibility 

Is The Best Theory" has popularized the principle that having money is 
having flexibility and whoever has no money has no means. This flexibility 
must be contended for. Trying to develop the economy without loans will 
present a problem. This problem must be studied. This study must consider 
the economic results of the parties concerned or the economic results 
striven to be obtained by them. The economic results of the whole society 
are not the concern of one party, the party concerned is the whole society, 
and this point can be understood and grasped through analysis and comparison. 
Under the conditions of a socialist commodity economy, the problem of 
profits must be coordinated and everyone must be able to make profits or 
very complex problems will result for society. Two problems now exist: one 
is a problem of production and one of distribution. Attention must first 

be paid to the problem of production, and production must obviously be 
increased in order for more to be distributed to everyone! Only with 
increased production can more be distributed to some people without less 
being distributed to others. The problem of distribution is also of course 
very important. 


China needs economic advisors, Fconomic advisors in capitalist countries 
engage mainly in finance and banking. Most economic advisors to presidents 
of foreign countries engage in finance and banking. Since finance and 
banking require specialized study and research, they cannot even be 
considered without specialized study. Financial problems require 
specialized knowledge, but our weak link is now precisely in this area. 

We have so many economists but few who have an independent understanding of 
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the problems of socialist finance and banking, many who explain policy 

but few who make scientific proposals for policy. Successful ones in this 
area must be encouraged and rewarded. Those not engaged in financial work 
should also throw themselves into studying these problems. Many now study 
empty theory and many college instructors explain textbooks but few study 
actual problems. The problem which was criticized by Chairman Mao of 
economists not understanding “Border Region currency" still exists but is 
now one of not understanding the RMB. I do not understand it very well 
either and must therefore study. I will otherwise be unable to accomplish 
my work of writing about pulitical economy and be unable to continue to 
write here of the socialist part of political economy. 


The Scope of Financial Activity Must Be Expanded 


In the area of financial activity, China has had some fields of business in 
the past, insurance for instance, which were not developed very well. 

The insurance business has been invigorated during the past few years. I 
published an article entitled "This Protection and That Protection" in 
"RENMIN RIBAO"; "This Protection" is insurance and "That Protection" is 
conservatism; some business can of course achieve economic results, but 

if we fear that it is not safe and do not dare to engage in it, we will 
consequently be unable to achieve economic results. If the insurance 
business emerges, it can play an encouraging role. With your insurance 
fees, I can make money and you can also achieve economic results. This 
money is called an “encouragement fee." Insurance is thus an anticonser- 
vative tool under socialist conditions. China is now engaged in socialist 
construction and must dare to take some risks. Development of the whole 
economy must of course be safe and risks cannot generally be taken. But 
overall safety does not exclude the need for individual enterprises to 

take risks and consequent failures due to having taken them. If everything 
must be safe and the insurance factor is too great, it will become conser- 
vatism and this should not be called an insurance factor but a "conservative 
factor"; genuine insurance should not be conservative. 


I would also like to point out an additional problem: Should the real 
estate business be engaged in? In China, urban governments can also be 
regarded as the owners of socialist real estate. Since China's cities 
occupy so much territory, why must we hold on to the iron rice bowl and 

beg for food to eat? According to the Marxist graded difference theory of 
land rent, absolute land rent is eliminated but graded difference land rent 
can still be required. Under the present conditions of urban wages not 
having been reformed, if the real estate business is not developed, there 
will be very little possibility of depending on the people to take out 
their own money to build houses and transform the cities. The real estate 
problem is a major matter, and urban and rural real estate problems must 
both be studied. Socialist land rent theories must also be further studied. 


The Problem of the Economic Results of Banking 


Banking belongs to "the third estate." Its achievements should be expressed 
and its work approved. As an industry, it also has its vitality problems. 
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In addition to the China People's Bank, I agree that all other specialized 
banks are economic entities of the banking system. As to the central role 
of cities, the results of service must be studied, i.e., both individual 
and social results. Results in this area must be expressed as appropriate 
statistical indices. The gross output value of industry and agriculture 
is now an index of the struggle goal proposed by the "12th CPC Congress,’ 
but there are many disadvantages to this index. Why then must it stili °> 
used? First is because our cadres are unable to pay much attention to 
indices other than this and if it is not used, they will not understand 
and be unable to make it their struggle goal. Second is because most of 
Ctina's regions are still industrial and agricultural production bases, 
and in these regions, the problem of the results of the "third estate" 
being unable to be reflected by the index of the output value of industry 
and agriculture is still not too prominent. Even though the index of the 
gross output value of industry and agriculture has many drawbacks, it must 
thus still be used as a struggle goal for the year 2000. But in hig 
cities, it is essential to also use indices in other areas, such as that of 
the gross output value of society, in order to reflect more accurately the 
condition of economic development. In order to do good work in the area 
of enabling service industries to develop, we must secure economic informa- 
tion and calculate economic results. Knowledge of economic results must 
now be popularized. I suggest preparing “Economic Results Reports" 
divided into seven color editions of red, orange, yellow, green, blue, 
orchid and purple, each with its respective service target. The yellow 
one will be the finance and banking edition. I think that banking work 
must pay attention to two economic results: one is clearly understanding 
household economic results, i.e., where loans should he granted and where 
not; the cther is the economic results of banking itself. Only by having 
our own results can we have more strength to support other people. 
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LIVELY SOCIALIST BANKING SYSTEM ADVOCATED 
Beijing JINGJIXUE ZHOUBAO [ECONOMICS WEEKLY] in Chinese 3 Mar 85 p 6 


[Article by Zhao Haikuan [6392 3189 1401] of the Main Branch of the People's 
Bank of China: "Establish a Socialist Banking System That Is Full of 
Vitality") 


[Text] Establishing a socialist banking system that is full of vitality is 
extremely significant for managing the restructuring of the economic system. 
The key points of the restructuring of the banking system are to further 
stimulate with regard to microcosmic banking and strengthen control in macro- 
scopic banking. The premise is to create and import a few new business 
methods, and if we first stimulate with regard to microscopic banking and 
directly strengthen macroscopic control, we can then establish a socialist 
banking system that is full of vitality. 


In addition, we must also be bold in reforming business methods. Currently, 
the main methods worth studying are: 


1. Proxy issuance of stocks and bonds. Since the national economy has been 
stimulated, there has been an increase in all types of funds, and there must 
be ways to handle this increase. Furthermore, the state has a few construc- 
tion projects that it urgently needs, and it requires funds. Because we have 
not done a good job in organizing social funds in the past few years, the 
state could not help but be pressed for funds from banks for urgently needed 
construction projects. Yet a large amount of funds in society are being used 
for construction projects outside of the plan; funds are overextended even 
with regard to capital construction, and financially there is much red ink. 
In order to use economic methods to guide these social funds, on a completely 
volunteer basis, into construction projects within the state plan, guarantee- 
ing funds for construction within the state plan and finding a rational route 
for the idle funds of each unit, banks can consider helping units that have 
construction projects within the plan and adopt the method of issuing stocks 
and bonds to raise funds. Banks mainly rely on units to purchase these stocks 
and bonds and also welcome individuals to make purchases. 


2. Some people suggest opening up a stock exchange in order to allow the ex- 
change of negotiable securities, to be able to transform short-term funds into 
long-term funds, promote the sale of stocks and bonds and organize with 
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Organize the horizontal exchange of funds and handle bank loans more often 
themselves. Yet the nation's currency is already concentrated equally among 
banks, and this can cause credit funds to be dispersed and the volume of 
crecit supply to increase, and there is the possibility of inflation if this 
work is not handled well. Whether or not we can handle this requires real 
research. There are individual localities that have already established 
private banks. This is yet another new problem that we must look into. 
Normally speaking, credit activity is different than commodities exchange 
activity; in commodities exchange, a certain amount of money is used for a 
certain amount of goods, nobody is able to control anybody and nobody is able 
to easily cheat anybody. Credit activity is different: first, loans must be 
repaid both on time and with interest, and the lender can use the decision 
concerning whether or not to grant the loan, the length of the period of 
repayment and the interest rate to control the borrower; second, the person 
receiving the loan must be credit-worthy, otherwise the lender can be cheated; 
and third, under the circumstances of the credit system not being advanced 
and the competition not being fierce, the lender can monopolize the interest 
rates. 
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BANK OF CHINA'S REVIEW, OUTLOOK EXAMINED 
Beijing ZHONGGUO JINRONG [CHINA'S FINANCE] in Chinese No 3, 4 Mar 85 pp 24-25 


[Article by Xiu Shi [4423 4258]: “Review and Outlook: Bank of China Holds 
Conference for Heads of All of Its Branches") 


[Text] From 24 to 31 January 1985, the Bank of China held a conference in 
Beijing for the heads of all of the nation's branches. The conference reviewed 
the work in 1984 and arranged the tasks for 1985. 


The conference attendees felt that in 1984, the Bank of China, as the nation's 
specialized foreign exchange bank, achieved outstanding results in managing 

the nation's foreign exchange in a unified manner, in handling foreign 

exchange revenue and expenditures, in raising and using foreign exchange and 
RMB and in supporting state economic construction. In 1984, the Bank of 

China earnestly paid great attention to the reform of the organizational 
management system of banks, adjusted subordinate relationships and the internal 
organizational structure and especially strengthened the structure of the Bank 
of China in the 14 coastal cities and strengthened the management vitality of 
branch banks. Based on the demands of the people's banks, the Bank of China 
drew up a corresponding system and measures for the reform of the credit funds 
management system and for the combined self-construction of branch banks. These 
reforms play an important role in stimulating the creidt funds of the Bank of 
China. In 1984, by settling international accounts and rationally using foreign 
exchange funds, the Bank of China greatly increased foreign exchange revenue, 
There were also new improvements in the work of raising foreign exchange funds 
both domestically and abroad: the amount of excess foreign exchange savings 
was 70 percent greater than planned, and in Japan more than 20 million yen of 
public bonds were successfully issued. Last year, the Bank of China at every 
level approved foreign exchange loans worth $4.14 billion to localities and 
mainly supported the technical transformations of the state's small and 
medium-sized enterprises, the key construction of energy resources and the 
opening up of the coastal cities and the reform of the foreign trade system, 
and the economic results from these loans have generally been favorable. In 
the past year, the Bank of China has strengthened foreign banking cooperation 
and business contacts. Currently, the Bank of China has close business 
relations with more than 200 major banks throughout the world, There have 

also been new developments with banks overseas, and the number of organizations 
has already grown to 238. 
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The conference stressed that based on the requirements of the country's 
economic situation and tasks, in 1985, the Bank of China must give further 
play to its role as the state's specialized foreign exchange bank and promote 
the smooth advancement of the restructuring of the rural economic systen. 

Thus, the guiding ideology of this year's work is: first, to strengthen the 
concept of the entire sicuation and strengthen macro-level control. This 

year, the Bank of China will also resolutely implement the State Council's 
"Urgent Notice on Strictly Controlling Expenditures and Striving to Control 

the Withdrawal of Currency from Circulation.” It will raise its consciousness 
concerning overall economic service, and under the prerequisite of strengthening 
macro-level control, will stimulate the overall economy. Second, the Bank of 
China will actively and safely carry out a reform of the Bank of China itself 
and strengthen the vitality of banks and enterprises at all levels. Third, it 
will suit the changes in the intersecting business of banks at all levels. 

On one hand, it will expand business in RMB to the extent that it is possible 
and, on the other hand, it will give play to its special strengths and 

conduct more business using foreign exchange. At the same time, it will 
actively coordinate other banking organizations to start doing business in 
foreign exchange after receiving approval. However, the Bank of China is still 
the nation's main channel for handling foreign exchange. Fourth, the Bank of 
China will correctly handle competition. Through competition, it will improve 
management and administration, raise the quality and efficiency of work, expand 
business and promote the development of business. Thus, it will pay attention 
to the comprehensive balance of funds, stress economic results, oppose blind 
competiton and emphasize cooperation. 


The conference pointed out that a key task in the work of the Bank of China 
for 1985 is to implement and strengthen the macro-level control of funds. At 
the same time, it must stimulate grassroots-level banks, competently manage 
and use credit funds, support exports, expand foreign trade, support the 
technological transformations and small and medium-sized enterprises and the 
state's key construction, improve management and administration and enhance 
economic results. The bank must specifically pay attention to the following 
work: 


First, the Bank of China must strive to realize the 1985 credit play for 
foreign exchange and RMB, strictly control the currency put into circulation 


and strive to withdraw currer m circulation. In order to promote a 
steady increase of the natic momy and a smooth implementation of the 
restructuring of the economic ,.cem, all credit and investment plans using 


RMB should be categorized as command plans, and the plan should not be 
exceeded without approval; all investment and credit plans using foreign 
exchange should be categorized as guiding plans, and this year generally 
cannot be expanded again; when there are two types of loans, we should 
adhere to the self-balancing principle of first lending to type A and then 
lending to type B. 


Second, we must vitalize banks and enterprises and do a good job in reforming 
the methods of managing funds for RMB and foreign exchange loans. According 








to the unified planning of the People's Bank, starting this year we are 
implementing the method of managing RMB credit funds through “unified 
planning, dividing funds, having actual savings and actual loans and blending 
them together. Also starting this year, foreign exchange credit is being 
managed on a trial basis according to the principle of “unified planning, 
combining savings and loans, managing the difference and blending together.” 


Third, we must expand business, improve service and promote the development 
of the national economy. We must first expand the sources of funds, strengthen 
the capability of funds, strive to develop RMB and exchange savings and do a 
good job in handling the horizontal relations and mutual benefits of banking 
organizations. We must actively enter the international banking market and 
continue to develop work in raising funds. Second, we must expand the scope 
of business and enhance economic results. In 1985, the Bank of China must 
coordinate the smooth implementation of the restructuring of the economic 
system and stress the use of credit funds. RMB credit will mainly be used 

to develop the production of exports, expand foreign exchange, uphold the 
principle "selecting the best,” and support the production and purchase of 
high-quality products that are marketable and yield a large amount of foreign 
exchange. With regard to loans to and investment in capital construction 

and technological transformation using RMB and foreign exchange, ve support 
the policy of investing mainly in improvements and expansion of eisting 
enterprises. We must seize the opportunity to do the work necessary for 
funding key energy and transportation projects and support the economic 
development of special economic zones, open coastal cities, the Hainan Island 
Economic Development Construction Zone and cities restructuring their entire 
economic systems. 
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INDUSTRIAL AND COMMERCIAL BANK ADOPTS MEASURES 
Beijing JINGJI RIBAO in Chinese 13 Mar 85 p 1 


[Article by Xu Jingli [6079 2529 4539]: "Industrial and Commercial Bank of 
China Decides to Adopt Five Measures to Create a Stable Bank Environment for 
Restructuring" | 


[Text] The Industrial and Commercial Bank of China recently pointed out 
when planning this year's credit work for all of its branches that each area 
must strengthen the management of credit funds, strictly implement the 
state's credit plan and must not exceed the limit without approval. They 
must ensure the key points for the use of funds, appropriately take care of 
the funds, maintain a comprehensive balance and create a stable banking 
environment for the smooth implementation of the restructuring of the 
economic system. 


For this reason, the Industrial and Commercial Bank of China has decided to 
adopt five measures. 


Banks must reduce within a certain period of time the irrational use of 
funds and must control or stop providing loans to enterprises that produce 
and purchase low-quality, expensive and unmarketable goods as well as 
enterprises with incompetent management and administration and that have 
operated at a loss for a long time. 


Under no conditions should banks extend loans to enterprises run by party 
and government organizations, to collective and individual commercial 
wholesale establishments that deal mainly in the primary means of production 
and durable consumer goods that are in short supply or to collective 
enterprises and individuals that purchase automobiles. 


Banks must strengthen analysis and supervision of the funds enterprises used 
to produce end products and funds used to settle accounts, earnestly check 
the accounts of enterprises for revenue and expenditures, strictly prevent 
enterprises from using every possible means to claim false profits when they 
have actual losses and divert more consumption funds to be used for bank 
loans. 


Banks must change the method of providing an unlimited supply of floating 
asset loans and strengthen control of floating assets. State-run, 
collective and individual establishments must all have a certain amount of 
their own funds, and the bank should not grant the loan if an enterprise 


does not have the stipulated proportion of its own funds. 








Banks must strengthen the control of both cash and the special funds of 
enterprises and should supervise cash payments. The special funds of 
enterprises must be specially saved according to production, and consumption 
funds must first be saved and then withdrawn, and prodocution funds cannot 
be used for another purpose. 
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GUIDANCE FOR PEOPLE'S LENDING PRACTICES URGED 
Beijing JINGJI RIBAO in Chinese 23 Mar 85 p 2 
[Commentary: "Properly Guide the Lending Practices of the People") 


[Text] Under the new circumstances of the development of rural commodity 
production, unrestrained loans to the people have been even more brisk. 

There have always been loans to the people. However, these loans are not an 
independent form of credit. They are the same as commodities and currency, 
and under different social circumstances reflect different production 
relationships and different economic content. During the period of socialist 
construction, unrestrained loans to the people are regarded as a supplement 
to state banks and cooperative credit, and they have a positive and promoting 
effect on adjusting funds, stimulating rural banking and developing the 
commodity economy. 


In fact, after the founding of the People's Republic, unrestrained loans to 
the people have risen and fallen and have never been interrupted. A credit 
market has been objectively formed, particularly in the countryside, and has 
existed along vith state bank credit and cooperative credit. The interest 
rates of unrestrained loans in the countryside are higher or lower because of 
the different economic circumstances, and they are usually one or two times 
greater than the interest rates of banks or credit unions. In the past, we 
tried to restrain unrestrained loans on a policy level, stipulated that 
unrestrained loans have the very highest interest rates, and loans which had 
higher interest rates were regarded as high-interest loans and were prohibited. 
The result is that we did not prohibit unrestrained loans but only caused their 
activity to be even more concealed. This explains why there are profound 
economic reasons for the existence of unrestrained loans. 


For the past few years, there have also been further changes in the unrestrained 
loans of the countryside, and these changes can mainly be seen in the following 
ways: first, there has been an even more extensive development which is mainly 
concentrated in the areas in which the commodity economy is fairly developed; 

35 percent of the funds used by peasant households in these areas come from 
loans of the people. Second, in the past we usually had material loans, and 

the interest was calculated based on the material; currently, we have cash 
loans, and the interest is based on the cash. Third, in the past these loans 
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were usually used to relieve problems in the livelihood of the peasants, and 
now they are mainly used for production and circulation. The existence and 
development of unrestrained loans are a reflection of the overall prosperity 
of the rural economy and they are beneficial to the development of commodity 
production. Under the conditions of the simultaneous existence of many 
different economic ingredients and many different economic forms, unrestrained 
loans mobilize the idle capital in society, make an adjustment between surplus 
and excess funds, solve the money problems of a number of peasants and fill in 
the gaps left by banks and credit unions. In addition, the interest of un- 
restrained loans is fairly high, and this can compel leaders to manage 
meticulously, accelerate turnover, lower costs and enhance economic results. 
Because unrestrained loans play an irreplaceable role, they will continue to 
exist for quite a long time. We must allow them to grow appropriately. 


Currently, unrestrained loans also have a certain negative effect, and we can 
only guide them by adopting economic methods. Agricultural banks and credit 
unions in every area must give play to the role of rural credit funds as a 

key channel, actively expand the scope of business, raise the level of service 
and meet the need for funds for the production of the commodity economy, 
especially the funds needed for production in impoverished regions and 
businesses. This way, we can guide unrestrained loans to develop in fhe 
proper direction. 
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FINANCE AND BANKING 


IMPORTANCE OF AUDITING IN ECONOMIC REFORM 
Beijing JINGJI PIBAO in Chinese 27 Mar 85 p 3 
[Commentary: "Key Points in Current Auditing Work"] 


[Text] The CPC Central Committee and the State Council have one after another 
issued a series of regulations for firmly checking new unhealthy tendencies. 
Under the new circumstances of ensuring the smooth development of the 
restructuring of the economic system, Premier Zhao Ziyang made a few important 
comments about strengthening auditing work: "The more brisk the economy, the 
more we must strengthen management and supervision. Auditing work is an 
important and irreplaceable aspect of strengthening management and supervision 
and is an important guarantee for expanding authority, opening up and vitalizing 
in a health manner." In this spirit, auditing departments must regard the 
struggle against new unhealthy tendencies and the improvement of economic 
results as key and give full play to the role of auditing work with regard 

to macro-level management and supervision. 


If there is scientific management and strong supervision of the four 
modernizations, we can then ensure that the party's lines, plans and policies 
are thoroughly implemented. Since the Third Plenum of the llth CPC Central 
Committee, the Central Committee has stressed democratic rights and a legal 
system, and in succession has issued numerous economic laws and regulations: 
the results have been outstanding. Economic legislative work, however, has 
not suited the needs of the developing situation. Moreover, the problem of 
unhealthy party workstyles and an unhealthy general mood of society has not 
yet been solved and thus has given rise to the situation of "no laws to 
depend on," "laws which cannot be depended on" and "lax enforcement of laws." 
The key to solving problems of this kind, besides strengthening economic 
legislation is to strengthen management and supervision, and auditing work 
is an important and irreplaceable aspect of strengthening management and 
supervision. Through auditing supervision, we can discover flaws and abuses 
in economic management, promote improved economic results, promote the 
establishment and perfection of economic laws and regulations, uphold financial 
and economic discipline, firmly check unhealthy tendencies in the realm of 
economics and at all times redress and prevent decentralism, selfish depart- 
mentalism and the type of behavior that harms the welfare of the nation. 
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Opening up io the outside world and vitalizing the domestic economy is a 

policy we are resolved to carry out for our economic construction. However, 

on one hand, we must open up and vitalize and, on the other hand, we must 
stress management and supervision: the two complement each other and we cannot 
do without either. The goal of opening up and vitalizing is to develop social 
productive forces and to build socialism with Chinese characteristics. 
Effective management and supervision is then a strong guarantee for opening 

up and vitalizing. During the most recent period, the new unhealthy tendencies 
which have appeared in society are interrupting and hindering the restructuring 
of the economic system and are detrimental to opening up and vitalizing. 
Resolutely redressing new unhealthy tendencies and ensuring restructuring, 
opening up and vitalizing is an important matter that the party and the state 
are currently paying attention to and is also a strong desire of the people. 
Auditing organizations at all levels must regard the struggle against new 
unhealthy tendencies as a serious political task and put it on the agenda of 
the day. They must strive to fulfill their duties, uphold their principles, 
dare to struggle and achieve new accomplishments. 
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BRIEFS 


MOTOR VEHICLE SURCHARGES--Beijing, 26 Apr (XINHUA)--Beginning as of 1 May, 
China will levy motor vehicles surcharges to raise funds for highway 
construction, Vice-Minister Wang Zhanyi of Communications told XINHUA 
today. The surcharge is 15 percent on imported vehicles, to be collected 
by the customs, and that on Chinese-made vehicles, 10 percent, to be 
collected by the producing or refitting factories, Wang said. The sales 
price of motor vehicles averages 20,000 to 30,000 yuan each. The move 

is expected to raise 4 billion yuan in 5 years for highway construction, 
he added. China plans to manufacture 363,000 motor vehicles this year. 
It will also import some in line with market demand. Highway transport 
is backward and road conditions are poor, Wang said. More funds have 
been earmarked to widen existing highways and build new ones, including 

a number of expressways, the vice-minister said. [Text] [Beijing 

XINHUA in English 1400 GMT 26 Apr 85] 


CSO: 4020/202 


53 











JPRS-CEA-85-046 
17 May 1985 
MINERAL RESOURCES 


NEW ANHYDRITE MINE PUT INTO PRODUCTION 
Nanjing XINHUA RIBAO in Chinese 30 Dec 84 p 2 


{Article by Lu Xiaolu [0712 2556 7216]: "China's Largest Anhydrite 
Mine in Nanjing Is Put into Production"] 


[Text] The Nanjing Anhydrite Mine--China's largest, with an annual 
production of 300,000 tons of anhydrite--after 14 years of difficult 
construction passed inspection and was put into production on 

29 December 1984. 


The location of the mine is Zhoucun Village between Jiangning County 
and Jurong County in the suburb of Nanjing. Nine kilometers to the 
northeast is Longtan Railroad Station, 4.5 km to the northwest is 
Qixianshan Railroad Station and there is an asphalt road leading from 
the mine to the Nanjing-Hangzhou highway. Transportation is convenient. 


According to the data supplied by the provincial geological survey 
team in 1975, the mine has 1.14 billion tons of anhydrite resources, 
which is the largest deposit of anhydrite in the country. Anhydrite 
is the material used in the production of cement and anhydrite plates 
and also is important in the production of sulphuric acid and for soil 
amelioration. 


In August 1970 the first provincial survey team during its survey on 

the northern Jiangsu coal field discovered the anhydrite deposit. Without 
any exploration and any design, in October of that year it was decided 

to construct the mine with a capacity of 1 million tons of anhydrite 

a year. The construction began at the end of the same year. Because 

the construction went against the regular procedures, there appeared 
many problems. The construction unit did not know the hydrogeological 
conditions in the deposit; the 24-hour water discharge from the immediate 
roof was 280,000 tons. This trouble caused the abandonment of some 
projects of the mine. Therefore, the construction schedule was delayed 
repeatedly and sustained financial losses. The statistics submitted 

29 December 1984 for the acceptance of the mine showed that the cost 

for the abandoned work was 19 million yuan. 
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In recent years, the workers at the Nanjing Anhydrite Mine under the 
leadership of the central government and the provincial and city 
organizations worked hard and have taken some measures in order to 
resolve these problems, so that mine production has basically reached 
the planned requirements and has been put into production. 
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LIAONING FULFILLS SIXTH 5-YEAR PLAN A YEAR AHEAD OF TIME 
Shenyang LIAONING RIBAO in Chinese 12 Jan 85 p l 


[Article: "Liaoning Fulfills Gross Production Quota Set by Sixth 5-Year 
Plan One Year Ahead of Time"] 


[Text] In the afternoon of January 9, the Liaoning Statistical Bureau 
made an official phototelegraphic report to the State Statistical Bureau 
that the province had achieved the gross industrial production value of 
59.58 billion yuan in 1984 a year ahead of the quota set by the Sixth 
5-Year Plan. 


The gross industrial production value for 1984, which exceeded the plan 
for the year by 6.6 percent, showed an increare of 11.6 percent over the 
figure for 1983. This rate of increase is the fastest since the Third 
Plenum of the llth CPC Central Committee. All the 12 cities in the 
province registered different rates of increase over 1983. The increase 
registered by the five cities of Shenyang, Dandong, Liaoyang, Yingkou 
and Chaoyang exceeded the average rate of increase made by the province 
as a whole. The amount of production of 52 major products, 27 different 
products, such as raw coal, crude oil, natural gas, rolled steel, steel, 
cement, plate glass, synthetic ammonia and chemical fertilizers, raw 
materials in short supply and products used in support of agriculture, 
allfulfilled the quota set by the Sixth 5-Year Plan 1 or 2 years ahead 
of time. 


The first feature characterizing the industrial production situation in 
1984 was that the heavy industries have come to the fore, the gross 
production value of which came to 37.51 billion yuan, or 12.1 percent 
over the figure for 1983. A large increase has been registered in 
products which have a crucial effect on the nation's economic lifeline, 
such as major machinery and mining equipment, extra-high-voltage 
transmission transformers and products used in support of agriculture 
compared to 1983. The second feature is the effort made by the light 
industries to turn out better, finer, more exquisite and newer products 
to meet the higher demands of the people. The gross production value 
of the light industries has broken the 20 billion yuan mark and exceeded 
the figure for 1983 by 10.6 percent. The production of electrical 
appliances for home use has also greatly increased. The third feature 
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is the rapid development of the energy production industries. The 

amount of production of raw coal, natural gas, crude oil and hydroelectric 
power came to the equivalent of 44.27 million tons of standard coal, 
showing an increase of 14.1 percent over 1983. The fourth feature is the 
giant strides made in the development of collective industry, the gross 
industrial production value of which exceeded the 1983 figure by 20.7 
percent and industry as a whole by 12.1 percent. The rate of development 
of collective industries in the cities and towns was unprecedented in 
history, their gross ir ‘ustrial production value having exceeded that 

of 1983 by 22.5 percent. 


It is also learned that in 1984, the communications and postal communica- 
tions departments of the province exceeded their quotas set by the Sixth 
5-Year Plan 2 years ahead of time. The volume of passenger and freight 
handled by the railways exceeded the quota set by the Sixth 5-Year Plan 

2 years ahead of time. The volume of freight handled by the railways 
came to 200,930,000 tons, or 31.8 percent over the figure set by the 
Sixth 5-Year Plan. 


Passenger and freight traffic handled by the highways exceeded the figure 
set by the Sixth 5-Year Plan 1 year ahead of time. In 1984, the volume 
of freight handled by the highways came to 4/.06 million tons, or 1.9 
percent over the figure set by the Sixth 5-Year Plan. 


The volume of business done by the postal and telecommunications operations 
exceeded the figure set by the Sixth 5-Year Plan 2 years ahead of time. 

In 1984, these operations accounted for 146.62 million yuan, or 14.6 
percent over the figure set by the Sixth 5-Year Plan. 
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INDUSTRY 


ANHUL'S OUTPUT OF 35 MAJOR INDUSTRIAL PRODUCTS 


Hefei ANHUI RIBAO in Chinese 16 Jan 85 p 


{[Table: 
= 


Year Plan"] 


[Text ] 


Product 


> r-neenenee & -_ 


*> * * * 


* 


Bicycles 

Home use 

washing machines 
Knitting wool 
Cigarettes 

Raw coal 

Washed coal 
Hydroelectric power 
Pig iron 

Coke 

Sulphuric iron 
minerals 

Sulphuric acid 
Synthetic ammonia 
Chemical fertilizers 
Nitrogenous 
fertilizers 
Phosphate fertilizers 
Metal-cutting 
machine tools 

Motor vehicles 
Internal combustion 
engines 

Tires 


Unit 


10,000 
10,000 


ton 

10,000 
10,000 
10,000 


100 million kWh 


10,000 
10,000 
10,000 


10,000 
10,000 
10,000 
10,000 


10,000 
Units 


Units 
10,000 


10,000 


boxes 
tons 
tons 


tons 
tons 
tons 
tons 
tons 
tons 


tons 


tons 


hp 


pieces 


» 


~ 


Sixth 5-Year 
Plan Quota 
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for 1985 


c 


1,150 
135 
2,450 
400 
6.5 
207-210 
205-207 
45 


33 
76 
62 
51 


ll 
1,500 


1,000 
40 
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"35 Major Industrial Products in Anhui Meet Quota Set 


Actual 
Figure 
for 
1984 


78.7 
8 


1,792 


150.45 


2,667 


482.36 
8.32 
233 
239.25 
68.11 


40.84 
97.22 
76.29 
64.11 


11.96 


2,272 


9,823 


91.21 


37.71 


by Sixth 


Percentage of 
increase in 1984 
over figure set 
for 1985 


139.5 
160.0 


155.8 
111.4 
108.9 
120.6 
128.0 


111.0-112.6 
115.6-116.7 


151.4 


123.8 
127.9 
123.0 
125.7 


108.7 
151.5 


582.3 
228.0 


221.8 








Product Unit Sixth 5-Year Actual Percentage of 
Plan Quota Figure increase in 1984 
for 1985 for over figure set 
1984 for 1985 


[ron ore 10,000 tons 690 774.94 112.3 
Cement 10,000 tons 380 388.53 102.2 
Plate glass 10,000 standard 90 96.6 107.3 
cases 

Chemicals and ton 600 656 109.3 
Medicines 

Plastics 10,000 tons 1.8 2.04 113.3 
Civilian ships 10,000 tons 4.8 7.38 153.8 
Televisions 10,000 sets 10 13.77 137.7 
Woollen goods 10,000 meters 170 188 110.6 
Machine-made paper 10,000 tons 20 20.64 103.2 
and cardboard 

Beer 10,000 tons 2 4.07 203.5 
Synthetic detergents 10,000 tons 3 3.52 117.3 


l: * indicates fulfillment of Sixth 5-Year Plan quota in 1983 ahead of time. 
2: Production of gold, steel, walking tractors and medical appliances 
fulfilled Sixth 5-Year Plan quota in 1983 ahead of time. 


(Figures supplied by General Affairs 
Department of Provincial Statistical Bureau) 
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SHANGHAI CONTINUES TO LEAD IN INDUSTRIAL GROWTH 
Hefei ANHUI RIBAO in Chinese 16 Jan 85 p 2 


[Article by reporters Xu Yaozhong [1776 3613 0022] and Zhang Jinsheng 
[1728 6930 0524]: "Shanghai Continues To Lead in Industrial Growth in 
1984") 


[Text] It has been learned by the reporters from the State Statistical 
Bureau today that during 1984, Shanghai continued to lead the various 
areas in the nation in the gross value of industrial production and that 
Zhejiang Province registered the highest rare of industrial growth in 
the nation. 


In 1984, the gross industrial production value achieved by Shanghai 

came to 74,272,000,000 yuan, or equivalent to the sum total of the 
industrial production value of the 7 provinces and regions of Sichuan, 
Guizhou, Yunnan, Gansu, Qinghia, Ningxia and Xinjiang. It registered 

an increase of 9.5 percent compared to last year, thus reversing the 
fluctuating situation during the past 3 years and fulfilling the Sixth 
5-Year Plan quota a year ahead of time. Following Shanghai closely are 
the neighboring Jiangsu and Liaoning Province, where the heavy industries 
are concentrated, registering production values of 67.7 and 57.6 billion 
yuan respectively. 


Except for Tibet, all the regions in the nation showed a considerable 
amount of increase in industrial production value during the past year. 
Eleven of the regions exceeded the national average rate of increase of 
13.6 percent. Zhejiang Province, with an increase of 24 percent in its 
gross industrial production value compared to last year, registered the 
highest rate of increase in its development. Next came Fujian Province 
with a rate of increase of 20.2 percent. Ranking third is Guangdong 
Province with a rate of increase of 19.3 percent. The rate of increase 
in the value of industrial production in Jiangsu, Guizhou, Hebei, Sichuan, 
Hupei, Anhui, Yunnan and Ningxia all surpassed the average rate of increase 
in the nation. 
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CHINA'S RAPID INDUSTRIAL GROWTH IN PAST 3 YEARS ANALYZED 
Hefei ANHUI RIBAO in Chinese 16 Jan 85 p 2 


[Article: "Reasons for China's Rapid Industrial Growth in the Last 
3 Years" 


[Text] Industrial production in our nation has continued to increase and 
to develop at an accelerated rate during the last 3 years. The rate 

of increase came to 7.7 percent in 1982, 10.5 percent in 1983 and 

13.6 percent in 1984. The average rate of progressive increase for the 

3 years came to 10.6 percent, surpassing the rate of 7.1 percent for the 
first 3 years of the period of economic readjustment. What accounted 

tor the rapid rate of increase in the gross industrial production value 
in our nation during these 3 years? A statistical expert of the State 
Statistical Bureau was interviewed by this reporter on the subject. 


According to the statistical expert, the rapid development of the 
industries in the nation may be attributed basically to the implementation 
of the policy of invigorating the domestic economy and of opening up to 
the outside world. This may be seen in the following: 


l. The reform of the system of the rural economy has been a favorable 
factor in the development of the industries. With the perfection of the 
joint production contract responsibility system, bumper crops have been 
harvested and the quality of commercial commodities has been upgraded 
year after year. The gross value of subsidiary agricultural products 
supplied by the peasants to society has increased from 95.5 billion yuan 
in 1981 to over 140 billion yuan in 1984. The increase in agricultural 
production has served not only to promote the development of the light 
industries but also to enlarge the scope of investments, to invigorate 
the economy in the cities and rural areas and to bring stability to the 
market. At the same time, the development of diversified operations in 
the rural areas has served to promote the rapid development of the 
industries in the towns and rural areas. 


2. What reforms as have been made in the industrial system have served 
to promote the development of production. For instance, the adoption of 
the economic responsibility system by the oilfields in the petroleum 
industry has greatly increased petroleum production. The amourt of crude 
oil production has broken the 110 million ton mark for the first time. 
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3. Technical advances have served to spur industrial development. Our 
nation has in recent years started to direct its attention to the technical 
improvement and reform of the enterprises. Between 1981 and 1984, the 
industrial enterprises under the system of public ownership have invested 

90 billion yuan for the renovation and reform of the enterprises. 

According to an analysis of investigative materials, an investment of | yuan 
for renovation and reform is capable of producing over 1 yuan in industrial 
production value and from 0.3 to 0.5 yuan in profit taxes. Over half of 

the increase in industrial production value may be accounted for by 
investments in renovations and reforms. 


4. The implementation of the open door policy has served to establish 
closer economic ties and technical cooperation with the outside world 
and to promote the development of the domestic industries. In recent 
years, the import of raw materials, especially an increase in the import 
of metals, has served not only to make up for the shortage of supplies 
but also to reduce the consumption of energy domestically. 


5. The continued increase in demands in society has also served to promote 
the development of the industries. 
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HUNAN'S METALLURGICAL INDUSTRY FULFILLS PLAN 
Changsha HUNAN JINGJI XINXIBAO in Chinese 26 Feb p 1 


[Article by He Dehue [6320 1795 0553] : “Hunan's Metallurgical Industry Overful- 
fills Last Year's Production Plans in An All-Round Way"] 


[Text] Hunan's metallurgical industry overcame the difficulty caused by a serious 
shortage of power supply in the first quarter fulfilled the task of 1984 production 
plan in an all-round way and realized a two-digit growth rate. Judged by the 
actual condition of the fulfillment, the total industrial output value reached 
1.114 billion yuan, a 23.6 percent increase over the annual plan and a 11.8 per- 
cent increase over the previous year. Judged by the output of major products, 
steel reached 962,600 tons, a 20.3 percent increase over the annual plan and a 

4.6 percent increase over the previous year; pig iron reached 1,021,600 tons, a 
14.7 percent increase over the annual plan and a 10.5 percent increase over the 
previous year; finished steel products reached 846,700 tons, an 18.4 percent in- 
crease over the annual plan and a 9.9 percent increase over the previous year; 
alloy iron reached 91,000 tons, a 4.4 percent increase over the annual plan and 

a 29.8 percent increase over the previous year. The 10 locally produced non- 
ferrous metals reached 136,200 tons, a 29.3 percent increase over the annual plan 
and a 14.2 percent increase over the previous year; the eight types of subsidory 
metal content from nonferrous mines reached 38,243 tons, a 13.4 percent increase 
over the annual plan and a 21.5 percent increase over the previous year. Judged 
by economic results, the total amount of profits realized was 170.71 million 

yuan, an increase of 21.8 percent over the previous year. Of this, 129.84 million 
yuan was realized by provincial enterprises, showing a 37.2 percent increase over 
the annual plan and a 22.2 percent increase over the previous year, and 34.68 
million yuan was realized by prefectural and county enterprises, showing a 25.5 
percent increase over the previous year. The total amount of taxes and profits 
delivered to the state was 248.65 million yuan, a 19.1 percent increase over the 
previous year. Of this, 182.21 million yuan was delivered by provincial enter- 
prises, a 19.9 percent increase over the previous year, and 59.04 million yuan was 
delivered by prefectural and county enterprises, a 18.7 percent increase over 

the previous year. These figures show that output value, profits, tax payment 

and profit delivery have increased at the same rate. 
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NEW TELECOMMUNICATIONS PROJECT NOTED 
Wuhan HUBEI RIBAO in Chinese 29 Dec 84 p l 


[Article by Zhou Yousheng [6650 1635 3932] and Cao Shanxu [2580 1470 
2485]: "Completion of the Wuhan Telecommunications Building--One of 
the Key State Projects"] 


[Text] The Wuhan Telecommunications Building--one of the key projects 

of the state--has been completed successfully. On 28 December 1984 

the responsible persons from the Ministry of Telecommunications and Posts 
and from the related provincial and city institutions checked and 
accepted the project and gave the construction company a silk banner 
with characters "Excellent Quality Project.” 


The Wuhan Telecommunications Building is a major part of the Beijing- 
Wuhan-Guangzhou medium-coaxal carrier-wave cable system, which is the 
telecommunications switching center of the central and south areas and 
also the communications hub of Hubei Province connecting all other 
parts of the country. The project has three parts--the main building, 
the subordinate building and the apartments. The total floor space of 
the project is 418 million square meters. Now the Wuhan Communications 
Bureau is speeding up the installation of equipment and making prepa- 
rations for putting the project into operation. 


The project was designed by the Design Institute of Industrial Construction 
in Hubei Province and its construction was completed by the Second 
Provincial Construction Company and the Provincial Installation Company 

for Industrial Machines. The telecommunications building will play an 
important role in improving the backward situation of telecommunications 

in China and for increasing the capability of the interprovincial 
long-distance automatic-dialing telephone system. 
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NEW SYNTHETIC FIBER FACTORY OPENED 
Nanjing XINHUA RIBAO in Chinese 31 Dec 84 p 1 


[Article by Xia Chuenfa [1115 2504 4099] and Liu Xiaolu [0721 2556 7216]: 
"Yizheng First Dacron Fiber Factory Is on a Test Run; Crystal Polyester 
Chips Were Produced; First Stage of the Project Almost Finished" ] 


[Text] The First Dacron Fiber Factory of the Yizheng Integrated Complex 

of Synthetic Fiber Factories, which is one of the key projects of the 
state, was put on a successful test run 30 December 1984. The construction 
workers celebrated their success, when the advanced cutting machine 

put out the first batch of polyester chips. The coordinated projects 

of the first factory, like the power station, the water-processing shop 

and the gas-generating station, had been completed previously. All of 

them were in excellent condition for the test run of the first factory. 


On the morning of 30 December, the responsible persons of the Yizheng 
complex, together with the executive director of the Jima Company of 

the Federal Republic of Germany, gave the order from the central control 
cabinet to start the operation. The operators pushed the computer 

buttons and the prepared material was put into the No 1 reactor with 

a capacity of 2,000 cubic meters. The processed material gradually 

passed from the No 1 reactor to the Nos 2, 3, 4 and 5 round-disk reactors. At 
11:05 p.m. of the same day, the crystal and transparent polyester chips 
were produced. A responsible person of the complex said that the whole 
production process for the polyester unit of the First Dacron Factory 

is programmed by computers and with comparatively advanced technology. 
Right now, the test run refers to the third polyester production line of 
the factory. The capacity of this line is 60,000 tons of polyester chips 

a year. Along with this number of polyester chips 600 million meters of 
dacron-cotton fabric can be produced. The No 1 and No 2 production lines 
have also been assembled and will be given a test run very soon. The 

total investment for the first stage of the project is 1 billion yuan. 

The total production of the first factory is 180,000 tons of polyester 
chips a year. With this amount of dacron there can be produced 1.8 billion 
meters of dacron-cotton fabric. The second and third factories are 

still under construction. Their capacity will be 300,000 tons of synthetic 
material a year. 
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The first stage of the Yizheng complex was started on 1 January 1982. 
During these 3 years about 20,000 workers, organized by the administration 
of the complex, construction companies and design institutions, have 

built up 600,000 square meters of factory buildings, apartments for 
workers’ families and school buildings. They have assembled thousands 

of tons of equipment and completed hundreds of thousands of meters of 
underground and overhead pipes. Thus, the workers have laid a solid 
foundation for the test run of the third line of the factory. 
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BEIHAI AIRPORT--Nanning, 10 Apr (XINHUA)--Work began today to build a 
new airport in Beihai in Guangxi Zhuang Autonomous Region, which is one 
of China's 14 open coastal cities. The new airport, scheduled for 
completion this year, will accommodate Boeing 737 planes. The city will 
also expand ports, improve highways and install a microwave telecomnuni- 
cations system to facilitate foreign trade and investment. [Text] 
[Beijing XINHUA in English 1445 GMT 10 Apr 85] 


EXPRESSWAYS SHANGHAI ECONOMIC ZONE--Beijing, 13 Apr (XINHUA)--Preparations 
are underway to build two expressways in the Shanghai Economic Zone, 
ECONOMIC INFORMATION reported. One, linking Shanghai with Nanjing, 
capital of Jiangsu Province, will be 297 km, and the other, between 
Shanghai and the Zhejiang provincial capital of Hangzhou, will be 155 kn. 
They will have four lanes initially, later to be expanded to six, carried 
over intervening roads by flylovers to speed traffic between the major 
destinations. They will be equipped with traffic monitoring systems, 

and are scheduled for completion in 1995. The Shanghai Economic Zone 
includes Shanghai Municipality and the whole of Jiangsu, Zhejiang, Anhui 
and Jiangxi provinces. Completion of the two expressways will help 
alleviate the transport problems and promote economic development in 

the zone. [Text] [Beijing XINHUA in English 1050 GMT 13 Apr 85] 
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complementary processing of the urban industries, 70 percent of the products 
from the village and town industries in Jiangsu Province had to be disposed of 
through market regulation. 


While developing village and town industries, specialized households and key 
households in rural breeding, farming and weaving have emerged like bamboo 
shoots after a rain, and have developed rapidly. Specialized commodity 
production requires a large volume of feed. But, not being able to satisfy 
their own reed for fine-strain poultry and livestock, seedlings, seeds, reed 
and straw mat, the peasants have been forced to go to the rural trade market to 
bring in, through negotiated prices, agricultural sideline products to maintain 
commodity production. 


The present situation of “burning incense in order to buy” raw materials and 
“kowtowing in order to sell” products of the village and town industries and 
the “two households” in the rural area is not an isolated phenomenon but a 
rather universal problem. In order to guarantee the consolidation and 
development of village and town industries and the “two households” in the 
rural area, most of the products and raw materials should go through the medium 
of the commercial sector, which will launch a new urban and rural cooperation, 
and do a good job of sending products of village and town industries to the 
cities and sending to the countryside the raw and auxiliary materials with 
agricultural sideline products as the key required by village and town 
industries and the “two households” in the rural area. This is a new demand 
which the development of rural commodity production has put forth to the 
commercial sector. This demand is far from being solved by the “single-track” 
operation of sending industrial products to the countryside and agricultural 
sideline products to the cities. 


Il. The Formation of the Traditional Concept of Singularly Sending Industrial 
Products to the Countryside and Agricultural Sideline Products to the Cities 


As early as July 1954, the CPC Central Committee issued a “Directive on 
Strengthening Market Control and Transforming Private Commerce,” pointing out 
that “the urban and rural markets must support each other. When there is 
inadequate supply of nonstaple food, we should reduce the consumption of 
nonstaple food of the medium-sized and small cities as well as fair towns, and 
first of all supply the large cities and industrial and mining areas. We 
should first supply to the rural areas the industrial products which are needed 
both by the urban and rural areas in order to benefit the procurement of 
agricultural products.” In 1955, the Ministry of Commerce summarized this 
method as follows: “In commodity distribution, we should resolutely implement 
the principle of supplying the rural areas first with the industrial products 
which are needed by both the urban and rural areas and supplying the cities 
first with the nonstaple food needed by both the urban and rural areas.” 
Afterwards, this principle of “two priorities” has been reiterated on many 
occasions. Through time, this has become the traditional concept tn commercial 
work, which is to organize industrial products for the rural areas and 
agricultural sideline products for the cities. 
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[Text] Currently, a problem urgently awaiting study and solution in the reform 
of the commercial system is how to open up a new realm for sending industrial 
products to the cities and agricultural sideline products to the countryside by 
implementing the “double-track”™ operation of sending industrial products to 
both the countryside and the cities and sending agricultural sideline products 
to both the cities and the countryside. In this article, I will attempt to 
discuss my superficial viewpoints on “sending two things to the countryside” 
and “sending two things to the cities.” 


1. Sending Industrial Products to the Cities and Agricultural Sideline 
Products to the Countryside Is a Necessary Demand of the Development of the 
Situation 


Since the Third Plenum of the Ilth CPC Central Committec, the party's economic 
policies in the rural areas have been implemented, and rural commodity 
production and village and town industries have developed very rapidly. In 
1983, the gross value of industrial output (GVIO) of the villages and towns 
throughout the country was 75.7 billion yuan, 12 percent of the GVIO and 
equivalent to the GVIO throughout the country for 1958. Jiangsu Province was 
number one in the country in developing village and town industries. In 1983, 
the GVIO of the villages and towns in the province was over 13 billion yuan, 
roughly 20 percent of the GVIO of the villages and towns throughout the 
country, one-fourth of the GVIO of the whole province, and 42 percent of the 
GVIO of the rural areas (enterprises run by production teams are reckoned as 
agriculture). The value was doubled in 4 years. In the national economy, the 
percentage of village and town industries is rising daily. However, we still 
rely on “our own effort to find: the raw and auxtliary materials as well as 
fuel required to develop these industries, and still must market most of the 
products of these industries. Besides hooking up with the indirect plans or 
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The principle of “two priorities” is a product of history and is proposed under 
the circumstance of a backward commodity economy. We must give due 
consideration for all concerned as well as give consideration to priority. We 
must give consideration to priority under the prerequisite of giving due 
consideration for all concerned, and realize consideration for all concerned in 
the midst of giving consideration to priority. The cssence of “two priorities” 
is to rely on administrative measures to assign tasks, to use the method of 
monopoly of procurement to grasp the sources of goods, and to carry out sales 
by means of distribution. Although these were all necessary at the time, they 
also left behind “sequelae.” Just as Vice Premier Wan Li pointed out: “For a 
long time in the past, we lacked materials and had to solve our economic 
problems by means of a wartime supply system. This has left a deep mark on the 
people's head, with a misunderstanding that there is ‘monopoly’ in economic 
work. As a result, we had fewer and fewer things through monopoly.” Today, 
when rural commodity production and village and town industries are developing 
at great specd, if we still embrace the traditional concept in commercial work, 
we will be punished by the times. Today, in proposing a “double-track” 
operation in commercial management, we do not exclude sending industrial 
products to the countryside and agricultural sideline products to the cities. 
Rather, through a “double-track” operation, we will further open up the channel 
for sending industrial products to the countryside and agricultural sideline 
products to the cities, which will he favorable to expanding urban and rural 
exchange and revitalize circulation. 


lI1Il. The Reform of the Small Township Commercial System Must be Favorable to a 
“Double-Track” Operation 


The “double-track” operation involving “sending two things to the cities” is a 
new breakthrough in commercial management, and is a necessary approach to 
opening up the market, expanding sales and revitalizing circulation. Thus, in 
the reform of the commercial system, in particular the reform of the sml1l 
township commercial system, we must proceed from that which is favorable to a 
“double-track” operation, explore a new commercial model, set up a new urban 
and rural commercial network, form a network of circulation which links 
smoothly the urban and rural areas, enables regional exchanges, criscrosses and 
moves in all directions, and develop a socialist integrated market. 


A. Change a business-type commerce into a business-service type commerce, and 
link commercial management from beginning to end with service. In the rural 
areas, this means gradually bringing about a transition from the supply and 
marketing cooperative to a rural comprehensive service center, which can 
properly render service before, during and after production according to the 
demand of the development of modern large-scale agriculture, which can supply 
seeds, fertilizers, feeds and farm chemicals, supply information, technology 
and funds, and supply processing and storage factors for the rural areas; and 
which can launch joint operation in support of production. In the urban areas, 
we should set up comprehensive service departments tnside the trade centers 
which will render service specially to village and town industries, promote the 
sales of products, provide information, guide production and regulate raw 
materials. In the reform of the commercial system, we should take service as 
the guiding ideology and set up a new commercial system tnat is favorable to 








serving production, serving livelihood, promoting production and revitalizing 
circulation. Otherwise, the reform of the commercial system will become 
nothing but a format. 


B. Change vertically controlled commerce to horizontally controlled commerce. 
Change wholesale departments, supply and marketing cooperatives and col lective 
commercial units from state-run control to control by the villages and towns. 
According to the different economic and geographical factors, separately set up 
different commercial models. 


1. Set up regional trade centers (wholesale markets) for industrial products 
and rural trade centers. This regional trade center is formed naturally 
according to economic regions. Historically, this generally refers to the 
regional wholesale markets or important sites for distributing agricultural 
sideline products, which play a very big role in urban and rural material 
exchanges. A regional trade center takes state-run commerce as the key. The 
supply and marketing cooperatives and the production enterprises jointly set up 
wholesale exchange centers. This is a primary location which combines 
state-run wholesale commerce and market regulation and promotes the 
distribution of industrial products to the countryside and to the cities. This 
is an open management that docs not differentiate between economic components, 
administrative regions, wholesale or retail, boundaries of different 
undertakings, and what is inside or outside the plan. Transactions can be 
carried out by all in the regional trade centers for industrial products. This 
type of regional trade center is in reality an integrated body of several] 
villages and towns or several counties. It implements the system of 
responsibility by the manager under the leadership of a board of directors, 
adheres to the principle of “shouldering both interests and losses,” fixes a 
ratio of distribution, advocates voluntary participation and mutual benefit, 
and jointly renders service to opening up the market, expanding sales and 
promoting high production and rapid sales. Regional rural trade centers should 
be centers for distributing agricultural sideline products which are primarily 
run by state-run food procurement stations and supply and marketing 
cooperatives. Rural trade centers implement multiple channels of business 
operation, launch self-run businesses and agencies for procurement, storage and 
transportation. In management and distribution principles, rural trade centers 
and regional trade centers for industrial products should be regarded without 
discrimination. 


2. In villages and towns which are not economic centers, set up trade 
companies or trade stores for the purpose of carrying out exchanges in 
industrial products and agricultural sideline products The trading companies 
are emall integrated bodies with the state-rin commercial units and supply and 
marketing cooperatives as the main body together with the diverse cconomic 
components formed by the production enterprises and village-run commercial 
units. (It is not necessary for a village or town to be under a state-run 
commercial unit). Wholesale and retail departments for industrial products, 
procurement departments and transportation departments for agricultural 
sideline products, and trading departments involving grain and oil are 
separately set up. There should be division of labor between the rural 
comprehensive service center and the trading company. The comprehensive 
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service center primarily serves rural commodity production, while the trade 
center primarily serves the village and town industries as well as the masses‘ 
livelihood. In business management, they are similar to regional trade centers 
for industrial products and rural trade centers, except on a smaller scope. 


3. Separate collective commerce (cooperative store) from the control of the 
supply and marketing cooperative, and make it into an independent business 
entity--a general cooperative store. Change the small-scale collective 
commercial units into collective operations or individual operations and 
leasing businesses. Implement “no ceiling for gains and no guarantee for 
minimum gain” and more pay for more work. At the same time, vigorously develop 
ind‘vidual commerce and peasant business households. Collective commerce and 
individual] commerce primarily handle industrial articles of daily use and 
nonstaple food, as well as catering trade, service trade, repair trade and 
long-distance transportation in order to revitalize the market and improve the 
standard of living. 


C. Under the prerequisite of implementing separation of “commodity flow” and 
“material flow,” actively take part in the transactions in large-scale and 
medium-sized urban trade centers. There are two forms of participation in this 
type of transactions: One, the local trade centers will send comrades to take 
part in the transactions, as in the past, when the procurement personnel! and 
sales personnel will carry out transactions by showing samples and at the same 
time importing the necessary raw and subsidiary materials for production. Two, 
so-called “agents” not dispatched by a local unit will conclude business 
transactions according to contracts and charge a definite proportion of service 
charge for concluding transactions. This form is favorable to opening up 
sales, obtaining information and raw materials and raising economic results. 

At present, we should vigorously advocate and develop this form in order to 
better promote the development of rural commodity production and village and 
town industries. 
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[Text] I. The Objective Necessity for the Establishment of Trade Centers 


Trade centers are not manmade products, nor are they expedient measures for 
solving the unsmooth commodity circulation at present. There is an objective 
necessity for their emergence and development. 


1. The emergence of trade centers is an objective necessity in the large-scale 
development of our country's commodity economy. Since the Third Plenum of the 
lith CPC Central Committee, our country has implemented the economic policy of 
revitalizing the economy at home and opening up to the outside world. Our 
country's commodity economy has thus entered a new stage of prosperous 
development. With the development of commodity production, the problem of an 
unsuitable realm of circulation has become more and more markedly exposed. Our 
country's commercial system was basically formed in the midst of an undeveloped 
commodity economy and a shortage of commodity supply of the 1950's. At that 
time, to enable the people to have food and clothing and to guarantee stability 
and unity in society, we had to rely on a series of administrative measures to 
carry out commerce, such as monopolizing procurement and sales, fixing quantity 
according to individuals, issuing supply vouchers and setting up special-need 
supplies. At that time, these measures did indeed play a definitely positive 
role. However, today, some 20 years later, commodity production has developed 
on a large scale. Most of the agricultural products and industrial products 
have become increasingly abundant, and some products have even been stockpiled. 
At the same time, the savings of the urban and rural residents have increased 
in large amounts. The appearance of this type of phenomenon is certainly 
related to the fact that certain products are unmarketable because of poor 
quality, high price and monotony in design, color and variety. However, 
another important reason is the unsmooth channels of circulation, causing 
production to be divorced from demand. There is thus an urgent need for us to 
conform to the demands of the new situation of a large-scale development of 
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cogmodity production by reforming the old system of circulation and setiing up 
a new system of circulation that conforms to the large-scale development of 
commodity production and commodity exchange. Trade centers “are not divided 
into east and west geographically and into public and private sectors.” They 
can shatter regional blockades and the separation of urban from rural areas, 
and organize commodity circulation in an open manner, thereby playing an 
important role in opening up the channels of circulation. Thus, we should say 
thet trade centers are a new mode of commodity circulation which come into 
existence under the above-described situation. 


2. The establishment of trade centers is a necessity for the continuous 
improvement of the socialist relations of production. The commodity exchange 
relationship is an important component part in the relations in social 
production. Since the Third Plenum of the llth CPC Central Committee, the 
rural areas have implemented the system of contracting responsibility in joint 
production. Specialized households, key houscholds and integrated economic 
bodies of all types have emerged in large numbers. These “two households and 
one body:” are no longer self-sufficient small peasant economy, but are the 
major characteristics of commodity production. The products which they produce 
are primarily for sale. Agricultural sideline products are commodities which 
are in urgeni need of a mode of exchange and a channe! of circulation which 
will meet their characteristics. At the same time, with the development of a 
rural commodity economy, the peasants are making higher and higher demands for 
more and better industrial products for daily use. The reliance on a single 
channel of circulation involving the supply and marketing coorcratives is far 
from satisfying the needs of the “two households and one body” and the broad 
masses of peasants. In the cities and towns, collective enterprises and 
village-run industries have also developed on a relatively large scale in 
recent years. Most of the products and raw materials of these enterprises have 
not beer. included in the state plan, and the enterprises must organize their 
own supply and sales. In the state-run enterprises, with the implementation of 
the substitution of taxes for profit delivery and the continuous expansion of 
enterprise decisionmaking power, the enterprises, after fulfilling the state 
plan and the contract for goods suyply, can arrange for the tncrease in the 
production of products needed by the market. They have the power to handle 
their own products from profit-sharing, surplus products from the plan, new 
products through trial manufacture, products not procured by the commercial 
sector as well aa stockpiled products. However, in the last few years, the 
industrial enterprises have attained poor results in the self-marketin, 
business due to unsuitable locations, inconventence for the purchasers avd 
inaccessible information. An appropriate new mode of procurement and sales is 
therefote necessary. The establishment of trade centers not only wil! 
compensate for the inadequacy of the state-run commerctal sector in not 
handling the sales of products outside the plan and tavor the active 
pasticipation of state-run commerce in market regulation, but will supply an 
ideal location for exchange for the rural “two households and one body” in 
selling their commodities and purchasing tndustrial products for datly use and 
the means of production, and for the industrial enterprises in marketing their 
own products. 











3. The establishment of trade centers is a necessity for bringing into play 
the role of the key cities. Historically, a relatively developed commodity 
exchange is the prerequisite for the formation and development of cities and 
towns. Thus, the key cities should not u1lv be the production centers but also 
the centers for commodity circulation. However, the existing commercial 
wholesale system in our country is basically a closed system of circulation 
with diverse links in which commercial organizations are set up, coiamodit y 
circulation is organized and commodities are distributed level by leve! 
according to administrative division. Although this system plays a “definite 
role in a hackward commodity economy, it has artificially changed the natural 
flow of commodities, resulted in excessive links in circulation and unsmooth 
circulation, and failed to conform to the law of commodity circulation and the 
objective demand for a large-scaje development of a commodity e onomy. In 
recent years, the party and government have reemphasized the establishment of 
commodity circulation organizations according to economic divisions, the 
abolition and merging of wholesale organizations which overlapped with the 
economic regions and the wholesale organizations which were set up according to 
the natural flow of commodities. However, because this reform involves many 
aspects of economic interests, little progress has been made. The 
establishment of trade centers according to economic divisions can effectively 
overcome the above drawbacks. Since a trade center is not bound by central or 
local authorities, and is not concerned about the identity of the buyer or 
seller, it plays an active role in promoting urban and rural material exchange, 
supporting the localities in developing commodity production, launching 
procurement and sales activities across regional and provincial boundaries, 
helping supply the needs of foreign countries, and developing international and 
domestic trade. 


4. The establishment of trade centers is a new probe into a socialist 
commercial model which embodies Chinese characteristics and is an experimerial 
plan for reforming the system of circulation. For a long time, our state-run 
commercial channels have operated singly without competitors and targets for 
comparison. This is an important reason that contributes to its bureaucratic 
commercial style. As a new form of circulation, the trade centers adopt 
flexible and diverse business models and present themselves in the realm of 
circulation in the manner of competitors. This will inevitably lash at the 
existing state-run commercial system, bring about new changes in commodity 
circulation, and discover a new approach to the overall reform of our country's 
system of commodity circulation. 


[le The Nature and Function of Trade Centers 


A trade center is a multifunctional and open commodity trade market which is 
established in the economically central cities (or cities and towns) under the 
guidance of the state plan, in light of the demands of the law of commodity 
circulation and in order to bring into full play the role of market regulation. 
It is an important component part of a socialist {fntegrated market. At rade 
center can be divided into a trade center for industrial products and a trade 
center for agricultural sideline products in light of the different commodities 
that are marketed. The former exists in the cities, and primarily markets 
industrial products for daily use. The iatter exists in the cities and towns 











where agricultural sideline products are distributed. While handling th 
distribution of agricultural s 
products for daily use as well as the means of production required by the 
peasants. According to scale, trade centers can be divided into large, medium 
and small trade centers. The large trade centers are established in the 
economically central cities (or communications centers) within the nationwide 
economic zones. The medium-sized trade centers are escablished in the 
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economically central cities (or communications centers) within regional 
economic zones. The small trade centers are established in the cities (or fair 
towns) which are economic centers (or communications centers) within small 
economic zones. Also, according to the different extent of specialization, 
trade centers can be divided into comprehensive trade centers and specialized 
trade centers. At present, when our commodity system is stil! not highly 
developed and when we still lack experience, we 
comprehensive trade centers on atrial basis. However, with improvement in the 
level of socialization and specialization of commodity production, different 
cities which are economic centers will bring their superiority into play, the 
division of labor among the various economic zones and the various central 
cities will become increasingly obvious, new production categories will 


should primarily operate 
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continue to increase, new products and new designs will continue to emerge in 
large numbers, and the people's livelihood will become increasingly 
diversified. Having comprehensive trade centers will definitely fail to meet 
the demands of economic development. We must then set up specialized trade 
centers in some large economically central cities as well as medium-sized (even 
small) economically central cities which have brought into fuller play their 
superiority ii: production, and which have several categories or one category of 
products with greater output and stronger competitive ability. 


Trade centers can be integrated economic bodies, in which the participating 
units will make collective investment and provide facilities, on the one hand, 
while assigning individuals to do business and carry out accounting separately 
on their own. They will share profit, carry out unified management and 
maintain unity toward the outside world. They can be economic entities with 
independent operation, exclusive investment and independent accounting. We 
maintain that the former form is better since it can mobilize the enthusiasm of 
the various aspects, can be built rapidly, can yield fast results, and can 
economize state funds. Currently, this is a more practical, realistic and 
feasible form. Trade centers fer industrial products can be set up through 
participation by selected individuals and collective funds from the department 
stores and the specialized companies in textile, hardware, communications and 
electrical appliances and chemical industry as well as the pharmaceutical 
companies of the commercial system. They can also draw participation from the 
supply and marketing companies of the large factories. Trade centers for 
agricultural sideline products can be run through participation by selected 
individuals and collective funds from such units under the system of the supply 
and marketing cooperatives, such as the native product, means of production, 
and cotton and jute companies as well as the companies in charge of grain and 
oil, the cooperatives run by the counties and foodstuff and aquatic products 
companies. The trade centers will carry out independent accounting and will 
use a definite proportion of the profits separately for the development of the 
trade centers, the welfare of the staff members and workers of the trade 
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6. Conduct its own retail business. This primarily involves managing the 
articles of daily use needed by those personnel who are involved in 
transactions as well as those surplus commodities which those personne! are 
unwilling to sell themselves or bring back with them after transactions. 


7. With the approval of the concerned departments of the state, the large 
trade centers of the open cities can gradually launch activities of external 
economic exchanges. On the basis of equality and mutual benefit, they can 
carry out trade with overseas Chinese and foreign businessmen. 


In short, trade centers have diverse functions. In light of the specific 
situation and demands of the customers of the different types of trade centers, 
they should carry out business flexibly, which is not just limited to the 
above-mentioned aspects. 


Ilf. Several Problems Which We Should Pay Attention to in Establishing Trade 
Centers 


The establishment of trade centers is a major reform in the realm of commodity 
circulation, and should be launched in a steady manner. We feel that we should 
at least pay attention to the following several problems: 


1. This work must be carried out under leadership and in a planned manner step 
by step. To have leadership means to let the state step forward in carrying 
out organization and leadership. Specifically, this means taking the state-run 
wholesale commercial units, the grain and oil commercial units and the supply 
and marketing cooperatives at and above the county level as the key in making 
preparations to establish and carry out organization. To carry out work ina 
planned manner step by step is to avoid blindness and avoid rushing headlong 
into mass action, which will result in the formation of many “centers” and 
overlapping “centers.” The various localities should have a unified plan and 
arrangement. 


2. To establish trade centers, we must shatter the restrictions of 
administrative divisions and establish these centers in the economically 
central cities in accordance with the natural flow of commodities and must make 
rational arrangements accordingly. Only in this way can we bring into full 
play the characteristics and role of the trade centers, free ourselves from the 
fetters of the central and Local authorities, shatter the closed system of 
circulation in which urban and rural areas are separated from each other with 
firm divisions, enable commodity circulation to have fewer links, smoother flow 
and lower fees and truly enable goods to flow smoothly. We should point out 
that, recently, when the central authorities have advocated the establishment 
of trade centers, many places have desired to set up these centers at the site 
of government. This not only fails to conform to the demand of organizing 
commodity circulation according to economic divisions, but overlaps with the 
former irrational wholesale organs which were set up according to 
administrative divisions. This will inevitably result in new regional 
blockades, unsmooth flow of goods and waste of society's wealth. 
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3. The relationship between the trade center and the commercial wholesale 
organ. They are both important component parts of socialist commerce, and 
enjoy a relationship of mutual] dependence and mutual promotion. The 
commodities handled by the trade center are mostly under market regulation. In 
this respect, the trade center is a supplement to the wholesale organ. On the 
other hand, because the state-run commercial organ enjoys a relatively long 
history and therefore possesses a relatively strong basis in regard to funds, 
facilities and technological strength, it is a strong backup of the trade 
center. Only by closely relying on this strong basis can the trade center be 
run properly. Of course, there will be competition between the two in 
business. But the purpose of the cor:petition is to revitalize the market, 
improve business management and improve service quality. 


4. A trade center must have a specialized information organ. The various 
trade centers must strengthen ties among one another and gradually form an 
information network inside and outside the province. At the same time, they 
must pay attention to the work of providing economic information for the 
industrial and agricultural production sectors or units in their own economic 
zone, carry out market forecast properly, provide new samples and prom e the 
development of the economy of their own locality. 


5. We should select a more prosperous location with convenient transpo ation 
for a trade center. We should set up and perfect the service system aro id it. 
This includes restaurants, hotels, baths, transportation, posts and 
telecommunications and banks, so as to benefit the participants in busine 
transactions in respect to meals, lodgings, savings and transportation, as well 
as to enable them to save time and funds. 


6. Trade centers which are jointly run by several organs should abide by the 
principle of “sharing profits and risks” and handle properly the relationship 
of the various aspects in regard to economic interests. It must pay attention 
to linking profit distribution with the shares which each organ holds as well 
as the extent of support of each organ to the trade center. A portion of the 
profits must be retained to be used as development funds for the enterprise, 
welfare funds for the collective and award funds. 


9335 
CSO: 4006/439 








JPRS-CEA-85-046 
17 May 1985 


FOREIGN TRADE AND INVESTMENT 


CHEN MUHUA DISCUSSES FOREIGN TRADE REFORM TASKS 
Beijing GUOJI MAOYI /INTERTRADE/ in Chinese No 1, 27 Jan 85 pp 3-5 


/Article by Chen Muhua, Minister of Foreign Economic Relations and Trade: 
"Give Prominence to the Spirit of Creativity and Promote the Rapid Development 
of Economic and Trade Work"/ 


/Text/ The socialist modernization of our country has posed more and more 
arduous tasks for the foreign economic and trade cause. However, the existing 
economic and trade system and our professional level both fail to meet the 
demands of the new situation. At present, just as what is happening with the 
entire economic system in our country, our foreign trade system is undergoing 

a major reform. In light of our arduous tasks, we must raise our understanding, 
inspire our vigor in work and do our work well and in a down-to-earth manner. 


The Great Significance of the Reform of our Foreign Trade System 


The 3d Plenum of the 12th CPC Central Committee made a decision on the reform 
of our economic system. It profoundly summed up the positive and negative 
experiences in the economic construction of our country for some 30 years, 
particularly the experience in the last 4 years in the reform in the broad 
rural areas of our country. It displayed the blueprint for an all-round 
reform for the whole party and the people throughout the country. It also 
shows that the understanding of our party toward our country's situation and 
the socialist economic law has reached a new height. Now, the situation in 
the various aspects in our country is very good. We are in the golden age of 
reform and have all the factors and confidence for launching well the reform 
of the entire economic system with the cities as the focus. 


Foreign trade is the link between the domestic market and the international 
market. It plays a specially important role in modernization. The party 
Central Committee has repeatedly pointed out that opening to the outside world 
and developing foreign economic relations and trade constitute our long-term 
basic national policy and a strategic measure for accelerating socialist 
modernization. Chairman Deng Xiaoping emphasized that, in implementing the 
open door policy, we must be clear about one guiding ideology, and that is, 

we must not tighten but must relax our policy. 
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After readjustment, our country's economy has already embarked on the path of 
harmonious development. The speed of development of industrial and agricul- 
tural production has been unexpectedly fast. Commodity production has expanded 
rapidly. The people have also made higher and higher demands on consumption. 
Not only must we open up the channels of circulation at home, but we must also 
make use of the even larger realm of circulation of the international market 
to promote higher production and smoother sales. With the launching of the 
technological transformation on an all-round scale of the existing enterprises 
and industrial bases, the pace of the building of the energy, communications 
and raw materials industries has become accelerated and the scale expanded. 
Not only must we adopt modern and new technologies for the traditional indus- 
tries, but we must also promote a number of new-type industrial projects. 

Our need for investments and advanced technologies, equipment and materials 
from abroad will greatly increase, which in turn will increase our burden in 
foreign trade. 


Internationally, the major capitalist countries have already pulled through 
one round of economic crisis recently. The world economy is developing slowly 
and market competition will become more acute. A new technological revolution 
is energing. This is not only a new opportunity but also a challenge for the 
development of our country's foreign trade. 


In the last few years, after launching some pilots for reform and explorations, 
we have mobilized somewhat the enthusiasm of the various aspects in developing 
foreign trade and have promoted the development of export trade. 


However, in the reform of the previous stage, we have emphasized the division 

of power between the central and local authorities, and have basically not 
touched on the major link of the reform, namely, how to enable the enterprise 

to have vitality. In our foreign trade system, the duties between the govern- 
ment and the enterprise are not separated. Certain major malpractices, such 

as eating out of the "same big pot" and divorcing production from sales, have 
basically not been eliminated. All this has seriously inhibited the develop- 
ment of foreign trade. Reform is an urgent necessity in developing our country's 
Situation and changing the present state of foreign trade. Our only way out 

is to carry out reform resolutely. 


Actively Carry Out the Reform of the Foreign Trade System 


The reform of the foreign trade system involves a broad area, is tantamount to 
policy and involves arduous tasks. The economic and trade system, the various 
localities and the various concerned sectors must emancipate their thinking, 
work in a down-to-earth manner, raise their understanding, throw convention 

to the winds, smash the trammels of forces of habit and boldly create new 
things and carry out reform vigorously. 


1. Resolutely Implement the Principle of Separating the Duties of the Govern- 
ment and Enterprise and Enable the Enterprise To Have Vitality 


This is a core issue in the reform of our country's economic system and is 
also a priority problem which we must solve in the reform of the foreign trade 
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System. In foreign trade work, the failure to separate the duties of the 
sovernment and enterprise not only has hampered the enthusiasm of the enter- 
prise and affected the development of the foreign trade business, but has 
encouraged the bureaucratic business style. As a result, some foreign trade 
enterprises cannot actively take the initiative to serve the goods supply 
sector, the production enterprises and the consumer units. 


fo change this state, the various categories of foreign trade enterprises must 
sradually obtain independence from the administrative departments at various 
levels to which they were originally subordinated, conduct business indepen- 
dently, assume responsibility for their own profits and losses, and develop 

in the direction of specialization and socialization. Not only must the 
toreign trade sector practice the separation of duties between government and 
enterprise, the other sectors and local import-export companies must do so 

too, We must not separate the foreign trade enterprises from one department 
and put them under other administrative departments. We must also not separate 
them trom the administrative departments while putting them under local juris- 
diction, because this will result in a new s.tuation of the failure to separate 
the duties of the government and enterprise. We must reduce to the greatest 
extent the administrative intervention on the enterprises, give the enterprises 
sufficient decisionmaking power and create the conditions for them to conduct 
business activities independently. 


In order to guarantee the sustained development of foreign trade and the 
reliable sources of foreign exchange income for the country, we must have 
several national, specialized and socialized foreign trade general companies 
to handle the import and export business. This not only is our country's 
experience in practice, but is also the common experience of those countries 
in the world which are developed in international trade. Among the various 
categories of companies which we currentiy have, some have a relatively large 
volume of business and relatively good experience. We must continue to bring 
into play their role as the main force in foreign trade business, and enable 
them to maintain relative stability. The general company must correctly handle 
its relationship with the branch companies, must pay attention to bringing 
into play the enthusiasm of the various branch companies, and must expand the 
decisonmaking power in business cf the branch companies. 

2. Gradually Implement the System of Import-Export Agencies and Improve 
Economic Results in Foreign Trade 


For a long time, in our country's foreign trade, we have adopted the system of 
procurement involving export and the system of allocation involving import. 
Under such a system, we have divorced production from sales, brought about 
stockpiling and waste, neglected accounting, eaten out of the "same big pot" 
and brought about poor economic results. In implementing the system of 
agencies, we can encourage the various aspects to, strengthen economic accounting, 
which will be favorable to overcoming the above-mentioned malpractices. [In 
implementing the system of agencies, the foreign trade enterprises must deter- 
mine their profits and losses based on whether or not they can serve well and 
obtain more agencies for the consigning units. This will also be favorable to 
basically overcoming the bureaucratic business style. 
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In the last tew years, our country has already set up agencies for half the 
import businesses. We have also set up export agencies. In particular, out- 
standing achievements have been made by the export agencies outside this year's 
foreign trade plan. This proves that the system of agencies works. 


3. Correctly Apply the Economic Policies and Guarantee Fulfillment of the 
State Plan 


fhe reform of the system of foreign trade planning is primarily as follows: 

We will no longer transmit procurement plans and allocation plans to rie lower 
levels. We will implement the combination of command-style plans and guidance- 
style plans, greatly reduce the planned varieties of commodities for export 
from 1,900 kinds formerly to around 100 kinds, which are primarily those 
commodities for distribution which the various sectors are in charge of and 
those commodities which have a greater impact on the country. 


All the foreign trade enterprises must eagerly shoulder the tasks in the state 
plan. This is the fundamental duty of and basic condition for every foreign 
trade enterprise. In order to encourage the foreign trade enterprises and 
staff members and workers to give prominence to the spirit of creativity and 
fulfill the tasks assigned by the state in an all-round manner, we must set 

up the necessary award and penalty system, must be strict and impartial in 
meting out rewards and punishments, and must offer handsome rewards and impose 
heavy penalties, in order to practically and realistically encourage the 
advanced and urge on the backward. 


In order to better use the economic means to regulate and guide the development 
of foreign trade, we must strenghen our work of financial management. 


+. Practically and Realistically Strengthen the [Integration of Industry and 
Trade, the Integration of Technology and Trade and the Integration of Import 
and Export 


[The implementation of the integration of industry and trade, the integration 
of technology and trade and the integration of import and export is an important 
principle in developing our country's foreign trade and accelerating our coun- 
try's technological progress. In light of che practice of the last few years, 
we maintain that the basis of this kind of integration should be an integration 
of foreign trade enterprises, on the one hand, and production enterprises and 
scientific research units, on the other. The implementation of the separation 
of duties between government and enterprise and the system of import-export 
agencies has freed us from the fetters of central and local authorities and 
sectarianism, and joined the industrial and trade enterprises on the basis of 
common economic results, thereby providing the most favorable factors for 
strengthening the integration of industry and trade and the integration of 
technology and trade. 


5. Strenethen Administrative Management and Persevere in Unity Toward the 
Outside World 


In foreign trade work, we must not only mobilize the enthusiasm of the various 


aspects, but must persevere in unity toward the outside world. This is a 
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5. Promote trade with Western Lurope, the Soviet Union and Eastern Europe, 
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and the Third World Countries. We must revitalize border trade. 


4. Actively expand the scale of the use of foreign investment. Making full 
use of international funds to serve our country's socialist modernization is 
an important issue which we must attach importance to for a long period of 
time in our economic construction. The various aspects must vigorously coor- 
dinate well the work involving the use of loans. We must regard the active 
absorption of direct investment as the focus. In direct investment, we should 
take the import of advanced technology as the point of departure, and launch 
more productive projects. 


>. We must develop on an even larger scale the contracting of engineering 
projects and labor service and cooperation abroad. 


6. We must continue to do well the work involving foreign aid and other 
international economic cooperation. 


/. Make a concerted effort to actively solve such complementary factors as 
transportation. An effective schedule is extremely important in external 
economic and trade work. Safe and swift transportation is an important factor 
for developing external economic and trade work and improving economic results. 


8. Practically and realistically strenthen the training of skilled personnel. 

In training skilled personnel and developing mental resources, we must be 

willing to make an investment. We can also make use of funds provided by 
international organizations and some foreign governments to send some outstanding 
skilled personnel to further their education abroad. We must fully utilize 

our organizations abroad to foster skilled personnel in practice, and truly 

bring up a group of experts who are able to devise strategies and who are 
strongly capable of carrying out activities on the international market. 
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FOREIGN TRADE AND INVESTMENT 


TECHIMPORT PRESIDENT DISCUSSES COMPANY REFORMS 
Beijing GUOJI MAOYI /INTERTRADE/ in Chinese No 1, 27 Jan 85 pp 46-47 


/Interview of Xu De‘en /6079 1795 1869/, general manager of the China Tech- 
nological Import General Co, on the reform of the company's system, by Zhang 
Heng /4545 1854/: “Develop Technology and Trade and Promote Economic and 
Technological Cooperation Between China and Foreign Countries"/ 


/Text/ /Question/ Your company is a pilot unit in the reform of the foreign 
trade system in China. Please comment on the changes in the company's system 
after the reforn. 


/Answer/ The China Technological Import General Co is a specialized company 
which handles business involving the import of technology and the import of 
complete sets of equipment. In this reform, we first separated the duties of 
the government and the enterprise. The company enjoyed sufficient decision- 
making power over business, and existed as an economic entity with independent 
management and sole assumption of its own profits and losses. Second, the 
company must further develop in the direction of specialization. Taking the 
utilization of foreign investment and the import of technology as the primary 
specialized content, and taking the promotion of economic and technological 
cooperation between China and foreign countries as the goal, it handles multi- 
faceted and flexible businesses involving technological trade and consulting 
services. In addition, the company must face society and render the service 
of importing technology te the various places, especially the coastal cities 
which have opened up to the outside world, throughout the country. The company 
must also bring into play its characteristics and special merits of having 
been involved in technological import for many years, and adopt diverse means 
to integrate technology and trade well, so as to provide fine-quality service 
for our country in enterprise transformation and the import of advanced tech- 
nology. At the same time, the ecompany itself must also implement scientific 
management and implement the economic system of responsibility inside the 
enterprise in order to mobilize the enthusiasm of the broad masses of staff 
members and workers. 


/Quest ion/ Should there also be corresponding changes in the system of leader- 
ship in the company itself? If so, what changes will there be? 
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/ Answer Changes must take place in the system of leadership in the company. 
A Board of Directors has been formed for the company. There are one chairman, 
three to five vice chairmen, and several standing directors and directors. 

The Board of Directors is the highest organ of authority for the company. Its 
primary tasks include: 1) Under the guidance of the state plan and policies, 
ic will examine and approve the company's business principles as well as 
short- and long-term plans for work; 2) examine and approve the company's 
annual work report, financial report and profit distribution program; 3) exa- 
mine and coordinate the import of major projects; and 4) propose the candidate 
for company general manager and report him or her to the Ministry of Foreiga 
Economic Relations and Trade for examination and approval and appointment or 
dismissal. 


In regard to the company's business operation, we implement the systes of 
responsibility by the general manager under the leadership of the Board of 
Directors. In the company, there is one general manager who will be respon- 
sible to the Board of Directors. There are several assistant aanagers who vill 
assist the general manager in work. The duties of the general manager are 4s 
follows: Implement the company's business principles and short- and long-tere 
plans for work that are examined and approved by the Board of Directors; assume 
overall responsibility for the company's business management and various busi- 
ness operations; submit the annual work report, financial report and profit 
distribution program to the Board of Directors; and appoint or dismiss the 
major leading cadres inside the company and subordinate enterprises. 


/Question/ What were the changes in the scope of business and business pro- 
jects of the company after the reform? 


/Answer/ After the reform, there are the following eight areas of business 

in the company: 1) Undertake the major construction projects inside the state 
plan, including the import of large-scale projects invoiving complete sets of 
equipment and important technologies and projects involving the technological 
transformation of old factories which requires larger investments. 2) Under- 
take bids for procurement involving loan projects for foreign governments and 
the IMF. 3) Undertake the import of technology and eqtipment under trade 
agreements with the governments of the Soviet Union and Eastern European 
countries, under foreign economic and technological cooperation agreements and 
under agreements with the bilateral joint committee. +) Undertake the consign- 
ment for sales and agency businesses for the various sectors, various localities 
and industrial and mining enterprises involving the import of technology and 
the import of equipment. 5) Undertake the import of spare parts and parts, 
consignment for sale on commission and maintenance service involving the 
imported projects. 6) Launch technology and trade-related businesses, such as 
joint operation, joint investment, and leasing and compensation trade, and 

take part in the building of the special economic zone and the economic develop- 
ment zones of the coastal cities which have opened up to the outside world. 

7) Develop export business involving our country's patented technology, exclu- 
sive technology and key complementary facilities. 8) Launch technological and 
trade consulting services and set up service centers for utilizing foreign 
investments and importing technological information. 











Of the above eight business operations, the last three were newly developed. 


‘Question/ Considering the expansion and development of your company's scope 
of business, will the general company set up branch organizations at home and 
abroad in the future, and will there be any other new plans in this respect” 


/Answer/ The Ministry of Foreign Economic Relations and Trade has approved 
of our company to set up branch companies in Beijing, Qingdao, Dalian, Chongqing, 
Wuhan, Shenyang and Nantong, as well as to set up administrative offices in 
Shanghai and Tianjin. Some of these branch organizations are formally in 
operation and some are underway. In the future, in light of our needs, ve 
will continue to set up branch companies or companies in joint operation or 
cooperative operation in other localities, and gradually form a business and 
information network in the various localities throughout the country. 


Abroad, the company has already set up representative offices in Tokyo, Cologne, 
Paris, London and Hong Kong. A company with exclusive investment has been set 
up in Washington. Joint investment companies have been set up in Paris and 

Hong Kong. In the future, on the basis of further running properly these 
representative offices abroad and these exclusive investment and joint invest- 
ment companies, we will appropriately readjust and expand the arrangement for 
Organizations and business networks abroad. 


The general company will also revolve around technology and trade and organize 
several specialized companies under the direct leadership of the general com- 
pany. 1) The International Bidding Co under the China Technological Impor(t 
General Co is responsible for the bidding for procurement of the loan projects 
of the foreign governments and monetary organizations. 2) The Parts Co of the 
China Technological Import General Co handles the export of spare parts and 
parts, and sells them on commission and carries out maintenance service for 
the imported projects. 3) The Technology and Trade Consulting Co of the China 
Technological Import General Co provides for technological and trade consulta- 
tion and informatior service to customers at home and abroad. These three 
directly subordinate specialized companies were formally in operation in the 
middie of December 1984, 


/Question/ What ideas do you have regarding other aspects’ 


/Anewer/ In order to yield better customer service and to become an independent 
economic entity, the company will have the power to promote or demote staft 
members and workers according to their contributions and performance, and will 
have the power to award and penalize or even dismiss staff members and workers. 
After the separation of the duties of the government and enterprise, the company 
has implemented independent accounting and financially, assumed its own pro- 
fits and losses, and shoulders economic responsibiiity directly to the state. 
We must also catry out a series of reforms correspondingly on the leadership 
system, organizational setup and business management inside the company, 
primarily to perfect the scientific system of economic responsiblity, fix the 
tasks and responsibilities which the staff members and workers must fulfill, 
and strictly link the income of staff members and workers with labor results 
and contributions--great or small. In short, in this reform, we must make use 
of all factors and work hard to speed up the technological progress in our 


country. 








Appendix: Managers of the China TEchnological Import General Co. 


General Manager: Xu De'en _ _ 

Assistant general managers: Ma Jingzhai /7456 2417 7872/_ 
Bao Chengren 17637 2052 0088/ 
Zhang Xuming /1728 2485 2494/_ 
Tong Changyin /0157 1603 0603/ 
Ai Rongfu /5337 2837 1381/ 
Xiong Quangen 13574 3123 2704/ 
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BRLEFS 


JOINT VENTURE IN NEW YORK--The Beijing First Machine Tools Plant and the Hong 
Kong Susanto Group have signed a contract in connection with the e tablish- 
ment in the United States of a joint-venture Haoduo [1170 1122] Numerical- 
Controlled Machine Tools Corporation. This is Beijing Municipality's invest- 
ment in a first joint-venture enterprise in the United States. According to 
the contract, the Beijing First Machine Tools Plant and the Hong Kong Susanto 
Group have respectively made a 50 percent investment in a joint purchase of 
all properties, patents, trademarks and technology of the Haoduo Numerical- 
Controlled Machine Tools Plant on Long Island, New York, the United States. 
This enterprise is placed under joint management. The period of joint venture 
is 10 years. After restoring production, this numerical-controlled machine 
tools corporation will continue its designing, development, production and 
sales of numerical-controlied machine tools, besides functioning as a process- 
ing center and handling exports and imports of complete sets of numerical- 
controlled machine tools, computerized numerical-controlled systems, spare 
parts and components. By making use of such favorable conditions as quick 
access to information and easy supply of components in the United States, the 
Haoduo Numerical-Controlled Machine Tools Corporation will develop and pro- 
duce a new numerical-controlled system to meet domestic needs and to enhance 
domestic development of numerical-controlled technology and numerical- 
controlled machine tools. Meanwhile, the Beijing First Machine Tools Plant, 
by supplying the joint-venture corporation with main engines of numerical- 
controlled machine tools, will develop the export trade of machine tools. 
[Text] [Guangzhou YANGCHENG WANBAO in Chinese 7 Dec 84 p 2] 12315 


JOINT VENTURES IN ROTTERDAM--An agreement has been signed between the Shang- 
hai Municipality and the Rotterdam China-Netherlands Corporation on establish- 
ment in Rotterdam City of the joint-venture "Shanghai City Restaurant" and 
"Paradise at Sea."" The "Shanghai City Restaurant" is a joint-venture restau- 
rant run by the Shanghai External Economic-Technological Cooperation Corpora- 
tion and the Rotterdam China-Netherlands Corporation. ‘Tne restaurant, to 

be staffed by a number of topnotch chefs and refreshment cooks from Shanghai, 
will serve foods of Guangdong and Sichuan flavors as well as refreshments of 
Shanghai flavor. The "Paradise at Sea" is a joint venture establishment 
operated by the Shanghai Food and Drink Service Corporation, the China Ocean- 
going Transport Corporation, the China External Trade and Transport Corpora- 
tion, and the Rotterdam China-Netherlands Corporation. The establishment, 

to be built on two oil barges housing a 3-story building of palatial archi- 
tecture, will have Chinese restaurant, dancing hall, scenic palace, amusement 
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park, entertainment place, and store, providing tourists and visitors with 
Chinese foods and handicrafts and displaying Chinese flowers and birds, 
miniature trees and rockeries, models of ancient architecture and scenery. 
[Text] [Guangzhou YANGCHENG WANBAO in Chinese 7 Dec 84 p 2] 12315 


CSO: 4006/278 
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LABOR AND WAGES 


MORE NEI MONGOL PEASANTS INVOLVED IN TERTIARY INDUSTRY 


Hohhot NEI MONGOL RIBAO in Chinese 15 Jan 85 p 1 


[Article by Bao Er [0202 1422]: "More Than 80,000 of Nei Mongol's Peasants 
Engaged in Tertiary Industry"] 


[Text] According to statistics from concerned departments, in the past few 
years, a portion of Nei Mongol's farmer and herdsmen have broken away from 
the traditional, unitary form of business management and have left their 
fields and grasslands to engage in tertiary industry. At the present time, 
61,325 of Nei Mongol's households and 82,500 peasants are engaged in 
tertiary industry. 


Since last year, Nei Mongol's industrial and commercial departments at every 
level have improved their work habits and, with regard to the form and scope 
of business, have opened up to peasants engaged in tertiary industry and 
have relaxed their procedures for inspection. Banks and supply and 
marketing departments at all levels are both providing financial support and 
enthusiastically providing commodities information. Thus, the number of 
peasants engaged in transportation, commerce, the catering trade, repair and 
other industries is increasing with each passing day. The city of Chifeng 
alone has more than 12,000 peasant households and nearly 20,000 peasants 
engaged in tertiary industry. More than 39,200 of Nei Mongol's households 
and more thai 46,500 peasants are engaged in trade; 5,627 specialized 
households and 8,151 peasants are engaged in transportation; and more than 
16,300 households and 27,800 peasants are engaged in the catering trade, 
repair and other industries. This plays a positive role in stimulating the 
economy, vitalizing the urban and rural markets, solving the problem of 
surplus labor in the countryside and grasslands and conveniencing the 
livlihood and production of the masses. 
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PROBLEM OF BRIBERY IN STATE ENTERPRISES DISCUSSED 
Beijing GONGREN RIBAO in Chinese 13 Feb 85 p 1 


[Report by Wang Tianhua [3769 1131 5478]: "Should State-Run Enterprises 
Engage in Bribery?"] 


[Text] Recently, I went on a news visit to some enterprises. Many party 
and government cadres, and trade union cadres were all commenting about 
the current phenomenon of "bribery" in some units. 


Presently, there are only a few enterprise units which are engaged in 
bribery. However, the impact is very extensive, having created a great 
deal of pressure on those units which are not engaged in bribery. Many 
cadres feel that: 


l. As a socialist country, all the properties and funds of our state-run 
enterprises snd professional units as well as the enterprises under the 
system of collective ownership belong to all people or the collective. 
The staff members and workers are the masters of the enterprise. Every 
policy decision made and every item of expenditure used by the factory 
head (manager) should be placed under the supervision of the masses of 
staff members and workers and the enterprise party organization. Only 

in this way can we put an end to the evil tendency of giving bonuses 
indiscriminately. Some factory heads have bribed certain individuals 

in the fraternal units. The purpose is to make sure that there will 

be a "green light" for handling matters in the future. This is more 
like practicing evil tendencies under the pretext of carrying out reform. 
The cadres maintain that, in exercising their functions, the factory 
head (manager) can implement handsome awaids and heavy penalties on the 
staff members and workers, depending on the extent of the latter's labor 
and contribution. But this should be done openly anc not by means of 
bribery. 


2. With the deepening of the reform of the economic system, the various 
units should also carry out corresponding reform in the criteria and 
methods of assessing and selecting the advanced. We should increase 

the economic income of those advanced model individuals who have made 
great contributions. The bonus of the staff members and workers must 
inevitably be Linked with the economic results of the enterprise and 
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contribution to society. We can implement handsome awards to those 
staff members and workers who have rendered special contributions, and 
Should mobilize in a big way the other staff members and workers to 
learn from them and become well-to-do through hard work. It is not 
necessary to award the staff members and workers by means of bribery. 


3. <A factory head who is engaged in bribery will easily bring about 
mutual suspicion and distrust among the staff members and workers. 
Some people will suspect that the factory head (manager) trusts others 
more than themselves and offers more bonus to others than themselves. 


Some factory heads even make the rule thatone is not permitted to reveal 


the source of “bribery” or one's bonus will be deducted. Is this not 
advocating lying? 


The cadres propose that concerned departments carry out investigation 
and study in a penetrating manner, adopt a clearcut attitude toward the 
issue of "bribery" involving some factory heads in the midst of the 
reform, and check its development accordingly. 


9335 
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LABOR AND WAGES 


JIANGSU TRADE UNION CONFERENCE REPORTED 
Beijing GONGREN RIBAO in Chinese 13 Feb 85 p 3 


[Text] The core of the reform and building of the trade union is to 
solve the problem of an “official-run" organization and truly make the 
trade union a mass organization. This is a demand put forth by Shen 
Daren [3088 6671 0086], deputy secretary of the CPC Jiangsu Provincial 
Committee, at the fourth Plenary Session of the seventh Jiangsu Pro- 
vincial Federation of Trade Unions, held from 30 January to 3 February. 
At this conference, we primarily studied the problem of how to implement 
the concerned spirit of the central authorities and the provincial party 
committee as well as the decision of the conference of the second 
executive cammittee of the 1LOth All-China Federation of Trade Unions, 
and how to further mobilize the staff members and workers throughout 

the province to struggle for quadrupling the economic results of Jiangsu 
ahead of schedule. 


Shen Daren said: The reform of the economic system has created the fine 
opportunity and condition never created before in history for the work 
of the trade union. There are bright prospects for the work of the 
trade union. The trade unions at various levels must support in a clear- 
cut fashion those advanced figures who are courageous and are able to 

do a lot, and who are bold in carrying out reform and in making break- 
throughs. They must take a resolute stand in opposing and boycotting 
the new evil tendencies which obstruct and harm the reform, They must 
stand forth righteously to defend the proper rights of the staff members 
and workers, and boldly and resolutely wage struggle against those 
instances that are unfavorable to production, that harm the interests 

of the state and that neglect the safety and Labor protection of the 
staff members and workers, and boldly speak up for and act for the 
intellectuals and further implement the policy concerning intellectuals. 
Shen Daren asked the party committees at various levels to strengthen 
the leadership over the trade unions and the municipal and county party 
committees to study the work of the trade unions at least once or twice 
every year. The provincial, municipal and county leading groups in the 
reform of the economic system must be participated by the major 
responsible persons of the trade unions. 
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The conference examined and assessed, and passed in principle the 
decision on “further mobilizing the staff members and workers to stand 
in the front of reform and struggle for quadrupling our province's 
economy ahead of schedule." Through democratic consultation, 14 
provincial general members were added, and the following provincial 
general standing committee members were also added: Ma Bosheng [7456 
0130 3932], Ji Genzhang [1323 2704 4545], Li Xiaobu [2621 2556 1580], 
and Wang Jiali [3769 1367 0536}. 
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LABOR AND WAGES 


TASK OF FUJIAN TRADE UNIONS DISCUSSED 
Beijing GONGREN RIBAO in Chinese 13 Feb 85 p 3 
[Report by Zou Chu [6750 5368] ] 


[Text] The trade unions must first of all focus their attention of work 
and put their foothold on the central link of strengthening the v.tality 
of the enterprise. The key is to emphasize the following two aspects: 
First, to strengthen the democratic management of the enterprise and 
practically and realistically safeguard the position of the staff members 
and workers as masters. Second, to closely link the results of labor 

of the staff members and workers with their material interests, implement 
the party's policy of making the people well-to-do and thereby actively 
guide the staff members and workers to become well-to-do through hard 
work. This was pointed out by Cheng Xu [4453 1645], secretary of the CPC 
Fujian Provincial Committee, at the enlarged conference of the Sixth 
Fujian Provincial Federation of Trade Unions. 


Comrade Cheng Xu said, fully mobilizing the enthusiasm of the staff 
members and workers and bringing into play their wisdom and creativity 
constitute the sources of strengthening the vitality of an enterprise. 
Currently, the trade unions must practically and realistically focus 
their work on perfecting the system of the staff members and workers 
congress. While supporting the system of responsibility involving the 
factory head, we must improve the quality of work of the staff members 
and workers congress and organize the staff members and workers in a 
better manner to participate in democratic management. At the same time, 
the trade union should enter the realm of reforming the system of dis- 
tribution, and regard guiding and supporting the staff wembers and workers 
to become well-to-do through hard work as its important duty. We must 
emancipate our thinking, overcome such erroneous ideas as “fear of wealth, 
jealousy of wealth, and equal distribution of wealth," and opne up a 
broad road for becoming well-to-do through hard work, and implement the 
party's policy of make people well-to-do in the enter;rises. 


At this conference, it was decided that che provincial federation of 
trade unions should do well the following five things this year: 

1) Launch well the seventh congress of the provincial federation of 
trade unions. 2) Set up a foreign exchange center for the staff members 
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and workers of Fujian Province. 3) Expand the scope of service of our 
country's first staff members and workers travel agency--the Fujian 
Provincial Staff Members and Workers Travel Agency. 4) Accelerate the 
speed of the construction of the technical institute and cadre school 
buildings and strive to deliver them for use in the first half of the 
year. 5) Strictly uct in accordance with the spirit of the concemed 
documents of the party Central Committee and continue to operate well 
the businesses of the trade union. 
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MORE EMPLOYMENT OPPORTUNITIES IN SHANGHAI 
OW280648 Beijing XINHUA in English 0637 CMT 28 Apr 85 


[Text] Shanghai, 28 Apr (XINHUA)--Shanghai, China's largest industrial 
city, will face a labor shortage in the next 3 years because of the 

rapidly growing economy. This was predicted by an official at the 

municipal labor bureau on the basis of an analysis of population statistics. 


The shortage, however, could be made up for by drawing on the surplus 
labor power released from farming in the surrounding rural areas, the 
official said. 


To solve the labor shortage problem, he said, the local government would 
encourage peasant construction teams to come to work in the city. So, 
he added, a rough balance could be maintained between demand and supply 
provided local industrial enterprises tap their potential by way of 
technical innovation. 


Analyzing the labor supply situation in Shangha!, the official said that 
over 270,000 workers would retire between 1985 and 1987 while young 
people coming of age would number only 210,000, leaving a gap of some 
65,000. 


The fast growing collective enterprises and service trades also demanded 
a considerable number of new workers, he added. Private businesses 
started by self-employed people were on the increase, too, 


Gone were the days when unemployment--known in China as young people 
waiting for jobs--loomed as a serious social problem, the labor official 
said. 


Shanghai now has a total labor force of 4.87 million, according to 
municipal statistics. Of these, 1.15 million people work in collective 
enterprises and about half a million of them were recruited in the last 
few years. 
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The burgeoning service industries took in 170,000 new workers in recent 
years, bringing the total to 1.81 miilion, the labor official said. 

He estimated that an additional 200,000 new workers would be needed 
during the seventh five-year plan period (1986-1990). 


Private businesses had increased to over 50,000 by the end of 1984, 
forming yet another source of job oppcertunities, he said. 


An increasing number of retirements was crying for replenishments, he 


said. There are now more than 1.25 million retireers in Shanghai, 
accounting for one-fifth of the urban population. 


CSQ: 4020/202 
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TRANSPORTATION 


WAYS TO RELIEVE TRANSPORTATION CONGESTION 
Exploitation of Transportation Potential 
Beijing GUANGMING RIBAO in Chinese 29 Jan 85 p 1 


[Article by Ye Jian [5509 0494] of the Communications Bureau of the State 
Economic Commission] 


[Text] Editor's Note: The present passenger transportation congestion is a 
matter of great concern to the masses. For this reason, those comrades from 
the concerned departments who are engaged in scientific research and the 
actual work of transportation were invited to attend an informal discussion 
presided over by Lu Zhun [7627 6150!, assistant editor-in-chief of this 
paper, on January 19. Many constructive opinions on how to relieve the 
problem of transportation congestion were offered by the participating 
comrades who also related some of their successful experiences. As from 
today, we will publish in this column a summary of their oj inious and 
experiences. At the same time, a warm welcome is extended to our vast 
number of readers to participate in the discussion and to send in their 
written suggestions, not exceeding 1,009 words, to the political and economic 
department of this paper. 


In order to relieve the pressure on passenger traffic, it is my opinion that 
we must exploit railway passenger transportation potentialities. First, we 
must increase the number of passenger cars from 13 or 14 to 16 or 17. Second, 
we must readjust the structure of passenger trains by substituting passenger 
cars for dining cars, luggage cars and sleeping cars for train attendants 
over medium and short distances. That has been done on 32 outgoing and 
incoming trains. This represents a daily increase of 315 cars and 10,000 
passengers in each direction, Third, we must increase to a suitable extent 
the number of long-distance passenger cars and put a limit on the number of 
tickets issued to passengers over short distances in order to relieve the 
pressure on passenger transportation over long distances. 


Furthermore, it is necessary to readjust the transportation structure and 
fully develop the various means of transportation, including highway 
transportation over short distances, air transportation over long distances, 
as well as coastal and inland river passenger transportation. According to 
the plan for 1985, highway passenger traffic is to be diverted in the 23 
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districts along the Beijing-Hangzhou, Beijing-Chengzhou, Chengzhou-Xuzhou, 
Beijing-Datong trunklines, more passengers are to be handled by the highways, 
+,000 more passenger buses are to be into operation and 400,000 
passenger/times are to be diverted daiiv. 


> 
rc 
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Finally, it is suggested that medium and long-term plans should be devised 
and that an overall transportation network should be established so that the 
backward state of communication and transportation in our nation may be 
remedied as socn as possible. 


Highway and Railway Transportation 
Beijing GUANGMING RIBAO in Chinese 29 Jan 85 p 1 


[Article by Zhao Shuyong [6392 0647 1661] of the Technical Information 
Office ot the Ministry of Communications! 


[Text] Highway transportation is convenient, speedy and pumtual. It 
involves little investment while vielding rapid results. The diversion of 
highway and railway traffic is a good way to relieve pressure on passenger 
transportation. For instance, since the highwar from Xuzhou to Shangqiu was 
opened to traffic in November 1983, buses have run on the average of every 16 
minutes from 6 a.m. to 6 p.m. in each direction, roughly the same rate for 
buses operating in the cities. Within the period of 1 year, buses have 
handled 2 million passenger/times, or the volume of five passenger trains, 
thus relieving the pressure on the railways and contriburing to the prosperity 
of the peasants. The following specific measures should be adopted to 
promote the development of highway transportation: 


First, the monopolistic system should be done away with and encouragement 
should be given to collectives, individuals and other setups in society 

to raise funds to engage in highway passenger transportation. Control over 
passenger transportation should also be strengthened. 


Second, the large cities and areas along the highways should be given active 
support and assistance in the establishment of highway passenger transporta- 
tion depots and overal! service facilities (hotels, restaurants, etc) to 

provide comfort and convenience to travelers going in and out of the cities. 


Third, since one major reason for our failure to produce an adequate number 
of highway buses to meet the demand in our country is the lack of equipment 
needed by the refitting plants, the state should make an adequate number of 
chassis available to them so as to satisfy their urgent need in the refitting 
of passenger buses. 


Fourth, the slow development of highway transportation is due to the low 
priority it has been given and the high rate of profit taxes imposed over a 
long pericd of time. It is suggested that a preferential policy should be 
adopted by the state insofar as taxes and the depreciation rate are concerned 
so that highway transportation may be developed within the shortest possible 
period of time. 
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fRANSPORTATION 


CHINA DEVELOPS CIVIL AVIATION INDUSTRY 


Beijing HANGKONG ZHISHI [AEROSPACE KNOWLEDGE MAGAZINE] in Chinese 6 Mar 85 
pp 2-4 


[Article by Xu Bingxuan [1776 3521 3551}: "Civil Aviation and the 
Development of the National Economy" ] 


[Text] In peacetime, the civil aviation industry is the mainstay of the 
aviation industry, providing powerful backing for the development of communi- 
cations and transportation plus highly effective production tools for the 
development of the national economy. Development of civil aircraft is an 
effective method of entrusting military affairs to the people. 


The aviation industry is a knowledge-intensive industry. The airplane is 
the crystallization of achievements in the advanced and sophisticated 
technologies of many fields. The need for the development of an aviation 
industry is an impelling force for the development of other branches of 
industry; the development of other industries, in turn, promotes the constant 
improvement in the products of the aviation industry, urging it on to 
ever-higher levels of perfection. Many new technologies, new techniques and 
new materials are frequentiy first applied in the products of the aviation 
industry, and their later transfer to civil uses can greatly enhance the 
properties, quality and economic effectiveness of products for civil use. 

We may, therefore, say that the aerospace industry represents the economic 
force and scientific and technelogical level of a country, and that it plays 
an important role in promoting a country's S&T and the development of its 
national economy. The Japanese Ministry of International Trade oud Industry 
once designated aerospace technology as one of the three pillars of Japan's 
future eco.comy, the other two being advanced computer technology and the 
technology developing fuel substitutes. In the early 1970's, the said 
ministry published a report, called "Vigorous Development of the Aviation 
Industry," and pointed out in this report that "the aviation industry will 
become the leading industry in the national economy." 


1. In Peacetime, the Civil Aviation Industry Is the Pillar of Economic 
Support for the Entire Aircraft Industry 


Since the aviation industry is such an important component of the national 
economy, its fate must not solely depend on war, must not be merely atuned 
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to wartime needs, but must consider how to serve civilian requirements. 
Particularly in times of peace (i.e., before great wars break out), there 
is little need for military aircraft. Development and improvement in the 
aviation industry must, therefore, rely on the product of aircraft for 
civilian use. Certain foreign countries which had very early developed 
aviation industries turned, one after the other, all their energies to the 
development of civil aircraft, as soon as the war was over. For this 
reason their aviation industry enjoyed increasing prosperity, which leaves 
them still in the lead up to this day. For instance, Great Britain's 
aircraft industry has its beginnings in the early years of this century. 


During World War II, its industry produced mostly military aircraft, but once 
the war was over, it energetically took up the production of civilian 
aircraft. In the early 1950's, it was successful in developing the 
"Viscount," a turboprop plane; in 1958 it put out the "Comet," a jet- 
propelled passenger plane; in the 1960's, it put out the "Trident," and in 
the 1970's, it cooperated with France in producing the "Concorde." Now, 
again, in cooperation with four other West European countries, it was 
successful in developing the “Airbus.” All are world-famous passenger planes. 
As to the United States, although after the war a main exporter of military 
planes, the quality and quantity of its civilian planes increased even 
faster. By 1980, the number of its civil aircraft reached 214,850. The 
ratio of U.S. civil aircraft to the total number of its aircraft was 57 
percent in 1950, but rose to 98 percent in 1978. In its annual production, 
the number of civil aircraft grew steadily, while that of military aircraft 
declined, 


In 1973, the United States produced 17,267 civil aircraft and 1,851 military 
aircraft, the number of civil aircraft being 8 times that of military 
aircraft. In 1979, the production of civil aircraft had risen to 20,889, 
while the production of military aircraft had declined to 920 planes, i.e., 
to almost half of what it was in 1973, For the various world-renowned 

U.S. aircraft factories, reliance on the manufacture of military planes for 
their existence has become a thing of the past. In 1979, the Boeing Co sold 
planes to the total value of $8,131,000,000, of which 81.4 percent were 
acco: nted for by civil aircraft, items for civilian use and services. In the 
Locki. =d Co the corresponding figure was 55.6 percent and in the McDonnell 
Dougla.. So 45 perc at (1978). Japan had built up a strong aircraft industry 
during the war, manufacturing a large number of military planes. With the 
defeat in the war, the industry collapsed completely. 


In 1952, Japan started to rebuild its aircraft industry for the production 
of military as well as civil aircraft. By the 1970's, the Japanese govern- 
ment had come to recognize the important position and role of the aircraft 
industry, when the Ministry of Trade submitted its report, the "Vigorous 
Development of the Aircraft Industry." The report pointed out that although 
currently the “aircraft industry was characterized by a reliance on military 
requirements, in the long run the industry will be a civilian aircraft 
industry." In the last 10 years, the Japanese Government has, therefore, 
adopted a series of measures and expended much energy on the development of 
its civilian aircraft industry. For instance, the Japanese Government 
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contributed its funds and policy support to an agreement, in 1978, with the 
Boeing Co for the joint manufacture of the large 767 passenger plane. There 
are, furthermore, plans to undertake the manufacture o. the next generation 
of cargo planes (i.e., plan YXX) and to manufacture, together with five 
other countries, the V2500 engine. The Japanese Ministry of Trade has asked 
the Ministry of Finance to provide in the 1984 budget a government subsidy 
of $6.1 million for the YXX project and $33 million for the V2500 engine 
project. 


It is not only the developed countries that are vigorously developing their 
civil aircraft industries, but Brazil, Indonesia, India and certain other 
developing countries, too, regard the development of their civil aircraft 
industries as part of a vigorous development of their economies. Within the 
last 20-odd years, their aricraft industries have developed from mere 
beginnings to a state or rapid growth and strength. Most outstanding in 
this respect is Brazil. By October 1986, Brazil had of its own designed 
and successfully tested a transport plane, the "Bandeirante," and on 19 
August 1969, the president of Brazil signed a decree establishing the 
"Brazilian State Aircraft Manufacturing Co." In the short time of the last 
10-odd years, it has designed and manufactured over 2,200 planes of over 

10 models, and, designed and manufactured over 2,200 planes of over 10 
models, and, in addition to satisfying domestic demands, has sold its 
planes to over 20 countries. Among its planes, the "Bandeirante" light 
passenger plane is enjoying a good reputation domestically and abroad. The 
production of civil airplanes thus constitutes the support for a rapid 

and powerful development of Brazil's aircraft industry. 


China's aircraft industry was born after the establishment of New China and 
was subsequently built up. Under the care of the CPC Central Committee, 

the State Council and the Central Military Commission, the industry grew out 
of nothing, rapidly gained in strength and has by now established several 
aircraft manufacturing plants that possess a good base in scientific 
research, and for designing and production, as well as a good educational 
foundation, and that has a fairly complete range of departments. In the 
past 30 years, it has made its contribution to the victorious conclusion 

of the Resist-America, Aid-Korea War and to the consolidation of our 
national defense. However, for a long time the aircraft industry had 

set its mind on being mainly a factor in the service of our national defense 
and had not come to realize that it is only the civilian aviation industry 
that can provide the economic support for the aircraft industry. For this 
reason, the study, designing and production of civil aircraft had never been 
placed on the agenda of the day, resulting in a state of passivity, where 
the demand for various types of civilian aircraft rose steeply in the 
national economy, but could not be satisfied domestically. The development 
of civil aircraft has become an urgent necessity that cannot be put off any 
longer. It is no longer only a question of what party is to be relied upon 
to supply the domestic market for civil aircraft, but it also concerns the 
important issue of the way we shall develop our aircraft industry in times of 
peace. 








2. The Civil Aircraft Industry Provides Strong Backing for the Development 
of Our Communications and Transportation Enterprises 


In the last 2 or 3 years, China's communicaticns and transportation 
enterprises have suffered ever-increasing shortages. This is a reaction 
brought about by the thorough implementation of our policy of opening 

up to the outside world and of enlivening the domestic economy, but it is 
also the result of the long neglect of developing our communications and 
transportation in a comprehensive manner. Whenever development of communica- 
tions and transportation was brought up, eyes were turned to the surface, 
while the airspace and the underground were disregarded. On the surface, 
it was also mainly the railways that dominated attention, and little heed 
was paid to highways and water. The development of communications and 
transportation in the developed countries makes it clear that a rational 
structure of communications and transportation must have as the main 
substance of its communications and transportation network a comprehensive 
development of railways, highways, waterways, airlines and pipelines, 
extending from the surface into the air and from the land to the water. It 
also makes it clear that the transport structure is still changing as the 
economy keeps developing. For the last more than 20 years, the trend of 
such changes has been: passenger and freight transportation by air and 
highways increased its share in the total transport volume, and a decline 
has occurred in the proportion taken up by the railways. The following table 
shows the changes in passenger transportation in Japan, the United States 
and the Soviet Union: 








Country Years Railways (%) Highways (%) Airlines (%) 
Japan 1960 75.8 22.8 0.3 

1980 42.9 51 4.9 
United States 1950 6.39 91.4 1,98 

1970 0.92 88.74 10.01 
Soviet Union 1950 91.1 l 1.6 

1970 59.1 14.9 23.9 


By the 1970's, passenger traffic in the United States was almost completely 
taken over by highway and air transportation, and the proportion of air 
transportation rose most rapidly; it increased 5 times within 20 years. As 
to freight transportation, it appears that pipeline transportation took 
business away from the railways, In 1950, the railways’ proportion in the 
total volume of freight transportation in the United States was 57.44 
percent, but declined to 36.1 percent by 1977, while pipeline transportation 
during the same period rose from 11.81 percent to 23.69 percent. For these 
reasons, the United States, a country where railways had enjoyed extra- 
ordinary developments, had to close down one-third of its railway lines by 
1979. The changes in passenger transportation in the above table also 
indicate the decline in railway transport in Japan and in the Soviet 

Union and the marked increase in air transportation. However, due to the 
different national conditions, railway transportation in China will still 
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play a dominant role, but the trend in foreign countries indicates that the 
more developed an economy is, the more flourishing its air transportation, 
and the larger its proportion in the total transport volume. This is a rule 
that can be accepted as certain. 


Air transportation has become the preeminent factor in modern communications 
and transportation. Why could it become preeminent? Owing to its superior 
ability to adapt to modern economic developments: 1) Speed: it is over 10 
times faster than railway transportation. In the modern era of commodity 
production, time is money; speed is a matter of success or failure for the 
business operator and promoter of new business. For instance, if movements 
into and out of China's newly opened cities is speeded up, it would provide 
an early solution for the communication and transportation problems of these 
cities and would attract investments by foreign merchants and foreign 
manufacturers much earlier. 2) Savings in original investments: good 
business sense. Particularly for China's border regions, it would be much 
less costly to develop air transportation, rather than build railways or 
highways. For instance, a railway from Chengdu to Lhasa would cost over 

10 billion yuan, apart from the fact that it would take a long time, 
progress would be slow and work would be complicated. Instituting air 
trensportation would achieve good results with not even one-tenth of that 
investment. In June 1984, the flight into Tibet of the Yun-8, a plane 
manufactured in China, gathered initial experiences and made a good start. 
In other countries, such as Brazil and Australia, with vast territories, much 
energy is being expended on air transportation, rather than on the building 
of railways. 3) Not restricted by topographic conditions. Particularly in 
areas which other means of transportation would have difficulties to 
traverse, such as sparsely populated areas, mountainous and desert areas and 
boundless grasslands, the use of airplanes is of unrivaled superiority. It 
will also display its unique effectiveness when called upon to accomplish 
special tasks or rescue missions. On 25 December 1984, due to extremely 
cold weather at the entrance of the Huang He, ice blocked the waterway and 
caused flooding. For hundreds of kilometers around the Shengli oilfield in 
Shandong's Kenli County, which stood like a solitary island, the water was 

l to 2 meters deep. The people threatened by the disaster climbed up hills, 
derricks, but finally had to be rescued by airplanes. 


3. The Civil Aircraft Industry Can Provide Highly Effective Tools for the 
Development of the National Economy 


More and more people and departments have come to realize and to appreciate 
the role and position of air transportation in the development of the entire 
national economy. Moreover, larger and larger incomes are gained on the 
industrial and agricultural fronts, and for these reasons, more and more 
units and individuals buy or make use of airplanes. One example is the 
eager purchases of the extra-light "Mifeng" plane of the North China Aviation 
Co by the population in rural areas during the last 2 years. At the 
beginning of this year, Liaocheng County of Shandong Province bought 411 at 
once four Yun-1l planes. There are many other provinces, municipalities, 
regions, ministries and commissions that have proposed the purchase of 
airplanes. Yunnan, Sichuan, Shaanxi, Tibet, Xinjiang as well as Shenzhen, 
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Ningbo, Yantai and other cities are in the process of preparing or planning 
applications to establish air transport companies. We can safely predict 
that there will be a huge demand for passenger and cargo planes as well as 
for specialized types of planes, during the period of the Seventh 5-Year 
Plan, which only an energetic development of the aircraft industry will be 
able to satisfy. 


Iu the developed countries, the use of civil aircraft has penetrated many 
trades and areas of the national economy. Airplanes have become tools for 
the development of production in agriculture, forestry, animal husbandry, 
fishery and mining, have become equipment facilitating administrative 
functions in companies and mass organizations, as well as items used for 
family recreation and physical exercise, For instance, in the United 
States, according to statistics for 1981, there are 213,226 planes used for 
purposes other than flying regular airline routes. Among these, 18,582 are 
owned by associations or organizations, 47,716 are professionally used by 
privcte individuals, 95.510 are used by private households. The last three 
groups account for 75 percent of the total number, which reveals to what 
depth and extent the use of civil airplanes has penetrated the life of the 
national economy. Although China still has a small number of airplanes, 
they already do play a certain role in the development of industry, forestry, 
agriculture, animal husbandry, fishery, mining, commerce and tourism. The 
operational area of our contingent of specialized aviators is already 
spreading throughout the majority of provinces, municipalities and autonomous 
regions, and many places have established operational bases, and have been 
very effective in providing the various industries, trades and areas with 
better facilities and in imparting greater economic effectiveness. 


In the area of agriculture, airplanes can be used for seeding, disease 
prevention, fighting insect infestations, weeding and spreading fertilizer. 
Such methods work quickly and economically, without wasting time during 
farming seasons, and they reduce or even completely take over the performance 
of strenuous physical labor. Seeding paddy rice by airplanes is an advanced 
technique of growing paddy rice. The production and construction corps of 
Xinjiang and in Zhejiang and other provinces, the seeding of paddy rice by 
airplanes has alrea ten in operation for several years, having every year 
seeded 300,000 mu of pe dy ficlds, and now being expanded to many more 


provinces and municipaliti Ac reported by a certain unit of the second 
agricultural divisiouw of th Xin ng corps, 4,500 mu of paddy fields were 
seeded by planes in 1980; ‘he r. f emergence of airplane-seeded fields 
was raised 24.9 percent us _ompareu co machine~seeded fields, the tillering 
rate was raised 7 to 9 pe nt a ° ‘he average yield was 1,045 jin per mu. 
Use of airplanes for disease pre , a, insect pest control and even 
spraying of agricultural c! er enhanced effectiveness of the chemicals 
so that insect pest eliminati .« weeding could be accomplished to over 90 


percent effectiveness. Using airplanes to spray dipotassium phosphate for 
top application on the roots of wheat is a highly efficient measure to 
increase production. Experiments in the two Shandong counties of Jiaxiang 
and Zhucheng have proved that the results of this method were good; in 
Jiaxiang County yield was increased 49,5 jin per mu, and benefits were 
12-fold the investment required. In Shaanxi Province top application of 
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fertilizer by airplanes was carried ut every vear over an area of 600 , O00 
mu; with the possible increase of 30 to f jin per mu and a lowering of 
costs to less than half compared to the use of manpower. 


In forestry, tle use of airplanes for seeding, tertilizing, against insect 
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pests, in fire control and fire extinguishing was highly effective, showed 
good results, could be done in the right season and also had the advantage 
of not being subject to topographic restrictions, The advantages were 
particularly evident in areas of steep and inaccessible mountains. Since 
China began using airplanes in seeding for purposes of afforestation, an 
area of more than 180 million mu has been covered by this work. The Ministry 
of Forestry has indicated that it plans to greatly expand afforestation, 
and that this work will be expanded by 1 billion mu, for which airplanes 
will be the main tools used for seeding. Forest tires occur every year and 
inflict severe losses on our forests; the prevention of fires and the 
extinguishing of fires is an important factor in the successful development 
of forestry, and it is the airplane that possesses a superiority in fire 
prevention and fire extinguishing work that cannot be rivaled by any other 
means. 


In animal husbandry the widest use of airplanes is in seeding feed grass. 
According to a NCNA report, airplane seeding of grass established a record 

of over 10 million mu in 1984, This is by far not vet meeting all our needs, 
In 1983, departments concerned made a preliminary report in writing, accord- 
ing to which more than 10 provinces, municipalities and autonomous regions 
have made plans or submitted requests to carry out seeding of feed grass by 
airplanes, 


In service to industry there is also ample scope for the use of civil air- 
craft. For instance, surveying and mapping, air photography, surveying 
underground water, measuring terrestial heat, geological prospecting for 
minerals and petroleum and for materials transportation, laying of electric 
cable lines, etc, more effective work can be done by the use of airplanes. 
As to the laying of electric cables, in areas ot high and steep mountains 
and across large rivers, this work now has to rely on carts and manpower. 


These tasks are arduous, and the intensity of the labor can be well imagined. 
Progress of work is also very slow. For the laving of high power lines 
across the Chang Jiang and the Huang He, work is now done by tying several 
tens of boats together in a line across the river and pulling the cable 


across, which interrupts all traffic and stops a!1 boats from crossing. If 
helicopters were used for putting cables across, these problems would not 
arise. In the same manner, if helicopters were used in areas of high 
mountains to transport the steel towers, personnel, cement, sand and other 
materials for cable laying, no knowing how many times over work and time 


would be saved as compared with the use of carts and manpower; it would 
also greatly reduce the need for physical ltabor, 


i, 


Since last year, there has been a trend all over China to buy large 
airplanes. Liaocheng County in Shangdong Province, the native place of 
Zhang Haidi, bought four Yun-11 planes all at once, Jingmen in Hubei 
Province, the Xinjiang production and construction rps and other places 








and units also bought 20 planes. The manufacturing plant is still 
continuously receiving new orders, Departments of agriculture and 
forestry. of geology and mining, of water conservancy and certain other 
departments have made plans to buy specialized aircraft. Certain 
provinces, municipalities and autonomous regions, as well as the coastal 
cities that have been opened up, actively plan to set up aviation enter- 
prises. There will be a large demand for branch line passenger planes, 
cargo planes and trunk line planes, For these reasons, we must increase 
our efforts to develop our civil aviation industry to satisfy the needs 
in all sectors of our national economy, 


4. Developing Civil Aircraft Is an Effective Method of Entrusting Military 
Affairs to the People's Care 


Although there are special requirements that differ for civil aircraft and 
for military aircraft, for instance, more economic effectiveness, greater 
comfort and safety in civil aircraft, both are aeroplanes and therefore 
have many things in common, 


First, they have a common base in science. Whether military aircraft or 
civil aircraft, their design is based on aerodynamics, structural mechanics 
and other such branches of science. There materials science, electronics, 
computer technology, as well as propulsion systems, control systems, 
techniques and structure are facing common research topics. For instance, 
the problem of material fatigue is to this day one of the main problems 
with airplanes and engines. During the 50-odd years since 1927, 2,240 people 
have died throughout the world in airplane accidents that resulted from 
material fatigue. Each achievement in research on material fatigue is 
useful for any type of airplane, whether military or civilian, whether 
large or small, whether helicopter or other kind. Technical personnel 

who have had good training in the manufacture of civil airplanes and 
accumulated much technical experience will, therefore, come in very handy 
if a time comes to manufacture military aircraft. Many aviation research 
and design organs or organizations abroad are engaged in work concerning 
military as well as civil aircraft, For instance, the Tupolev Aircraft 
Design Bureau in the Soviet Union is like that; they designed the TU-16 and 
TU-22 bombers, but also the TU-104, TU-114, TU-124 and TU-134 passenger 
planes. 


Second, there is comnon ground in production technology and in production 
management. Foreign aircraft manufacturing plants and firms are, therefore, 
almost all producing both types, military and civilian aircraft. The 
Boeing Co, for instance, produced the B-47 and B-52 bombers, as well as 

the B-707, B-727, B-737 and B-747 civil passenger planes. The McDonnell 
Douglas Co produced the F-4, F-15 and A-4 military aircraft as well as 

the DC-9 and DC-10 civil aircraft. In some aircraft factories the production 
lines can be used for military as well as for civil aircraft. For instance, 
the production line of China's Yun-8 military transport plane requires only 
few changes to produce the Yun-8 civilian cargo planes, and it is, on the 
other hand, also easily returned to the production of the military Yun-8 
plane. 
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Third, if military necessity demands, civil aircraft can be changed for 
military use, for which fact we have many examples in history. For instance, 
the B-/07 planes were changed to E-3A advance-warning planes, and the E-4 
large command military plane is a derivation of the B-747 passenger plane. 
The DC-10 jet passenger plane is changed to become the KC-l10A aerial 
refueling plane. The F27MPA sea surveillance and patrol plane, manufactured 
by the Fokker Co of Holland, is a developmental model of the F27 “Friend- 
ship" civil plane; they now also produce a strengthened model of the F27MPA 
for use as an antisubmarine plane. In the Soviet Union, the TU-144 civil 
aircraft was in the 1970's hailedas the competitor of the "Concorde," but for 
various reasons not accepted for use by the Soviet Civil Aircraft Bureau. 
However, John Taylor says in Jane's All the World's Aircraft, of which he is 
chief editor, that the Soviets will probably develop the TU-144 into a 
military plane, a new tyve of interceptor of transport planes and cruise 
missiles. These facts reveal that once there is the foundation of civil 
aircraft, they can, at the sudden outbreak of a war, very quickly be 
converted and production shifted to meet the requirements of the situation, 
It also means at the same time that having a large number of civil aircraft 
constitutes a powerful reserve for military use, available for military 
missions as soon as a war breaks out. 


Although China was late in starting its aviation industry, it is continuously 
developing in line with the development of the national economy. It is 
particularly now that the central authorities have issued an important 
resolution for the development of the civil aviation industry, that it is 
safe to assume that the golden era of the civil aviation industry is aboult 
to begin; civil aircraft of every type, manufactured in China, will one 
after the other fly into the blue sky of our motherlnad. 
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TRANSPORTATION 


YUNNAN'S FIRST PURCHASE OF TWO BOEING 737 PASSENGER PLANES 


The Boeing 737-300 
Kunming YUNNAN RIBAO in Chinese 13 Jan 85 p 1 


[Article: “Introducing the Boeing 737-300") 


[Text] The Boeing 737-300 measures 33.4 M in length. The single wing, made 
entirely of metal alloy, extends 28.88 M. The plane, 11.13 M in height, is 
equipped with a three-wheel landing gear. Its motive power is supplied by 

2 CFM 56-3 turbine-propeller engines, each of which has a thrust of 20,290 
pounds. The maximum fuel load is 20,290 liters. The three-man cockpit does 
not have advance automatic control or the usual inertial navigation equip- 
ment. The use of the FMG flight control system makes it possible for the 
plane to fly day and night under complicated meteorological conditions. 

The passenger compartment is pressurized and hermetically sealed. The maximum 
passenger load is 149. It is equipped with such facilities as a galley and 
toilets. Hot meals are provided on board the plane. The maximum gross 
lift-off weight (under standard atmospheric conditions) is 61,236 kg while 

the maximum cruising speed is 920 km per hour. It has a range exceeding 

3,500 km with a load of 130 passengers, This plare is suited to flying over 
plateaus and in high temperatures, It has a high rate of performance and 
navigability and is eminently suited to the special conditions of the airports 
in our province, 


Yunnan Purchases 737-300 
Kunming YUNNAN RIBAO in Chinese 13 Jan 85 p 1 
[Article by Song Xiaolin [1345 2556 2651] | 


[Text] The contract signing ceremony for the purchase of two Boeing 737-300 
planes by Yunnan Province was held at the Yuantong Hotel in Kunming yesterday 
afternoon, It marked the first time our nation has purchased this type of 
passenger planes. 


The ceremony was attended by Pu Chaozhu [2528 2600 2691], governor of Yunnan 
Province; Dao Guodong [0430 0948 2767], deputy governor; Li Daichang [2621 
1486 2490], deputy mayor of Kunming; and representatives of the concerned 
departments of Yunnan Province. 
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The signing ceremony commenced shortly after 6 pm. After both the Yuanan 
Import and Export Co representative and the American Boeing Civil Aviation 
Co representative had affixed their signatures to the contract, He Tong 
[0149 2717], deputy director of the Yunnan External Trade Department, and 
Mr Norton, vice president of the American Boeing Civil Aviation Co in 
charge of international sales, addressed the gathering. 


Due to the economic development of our province and the improvement of the 
living standard of the people, air transportation in our province has 

lagged behind its needs. Thus, the Yunnan Provincial People's Government 
decided in September 1984 to purchase two Boeing 737-300 wide-bodied 
passenger planes in order to relieve the shortage of civil air transportation 
in our province. The Boeing 737-300, a medium- and short-range wide-bodied 
passenger plane, is the newest type designed and produced by the American 
Boeing Civil Aviation Manufacturing Co, It is technically advanced, capable 
of carrying a large number of passengers, does not make too much noise and 
consumes a small amount of fuel. According to the contract, the Boeing Co is 
to deliver the planes in November 1985 and February 1986. After they have 
been put into operation, they will contribute greatly to the promotion of 
contact between Yunnan and the rest of the nation as well as the outside 
world, the economic development of the province and the development of the 
tourist trade. 


Prior to the signing ceremony, both Pu Chaozhu and Dao Guodong met with Vice 
President Norton and his associates. 


The signing ceremony was attended by representatives of the State Civil 
Aviation Bureau, the Chinese Machinery Import and Export Co, the Chinese 
Aviation Equipment Co and the Chengdu Administrative Bureau of the Chinese 
Civil Aviation Burea. 


In the evening, Dao Guodong hosted a dinner at the Cuihu Hotel for 
Chinese ard American representatives present at the signing ceremony. 
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TRANSPORTATION 17 May 1985 


TECHNICAL TRANSFORMATION OF NORTH TONGPU RAILROAD DISCUSSED 
Beijing TIEDAO ZHISHI [RAILWAY KNOWLEDGE) in Chinese No 6, 28 Now 8 pp 2-3 


[Article by Feng Jinzhu [7458 6855 2691]: “Overall Technical Transformation 
of North Tongpu Railroad") 


[Excerpt] The North Tongpu railway begins from Datong, the ancient city 
outside the Yanmenguan Pass in the north, passing through Huairen, Daiyue, 
Shuoxian, Ningwu, Yuanping, Xinxian, and Huangzhai to reach Shansi's 
provincial capital, Taiyuan, in the south, totaling 355 km in length. In 
the north, it links with the Beijing-Baotou railway and the Dat ong ~) iahuang 
dao line to be built in the future; in the south, it joins with the 
Shijiazhuang-Taiyuan, Taiyuan-Jiaozuo and the South Tongpu railways; in the 
center, it interlinks with the Beijing-Taiyuan Railway and the future 
Shuoxian-Shijiazhuang line; furthermore, it also links with the 
Ningwu-Kelan, Xinxian-Hebian and Picgwant-Kouquan branch lines. It is an 
important railroad trunk line passing through the northern half of Shanxi 
province and also a main thoroughfare to ship out the coal produced in 
Shanxi. 


History and Present Situation 


The North Tongpu railway began its construction in May 1933 and was opened 
to traffic upon completion in September 1937. It was a narrow-gauge railway 
one meter in width. In 1949, the Japanese aggressors converted it into a 
standard-gauge line in order to plunder the natural resources of Shanxi. On 
the eve of liberation, the railroad was seriously destroyed due to the war 
and it was not repaired and opened to traffic until August 1951. The 
technical standard of the line was very low, the maximum slope was 26.5 per 
thousand, the minimum radius of curve was 110 meters, the shortest effective 
length to the starting line measured only 143 meters, the hauling capacity 
under normal conditions Limited to only seven or eight railroad cars and the 
speed of travel was very slow. Consequently, an overall technical 
transformation was carried out between 1956 and October 1959 spending over 
75 million yuan in investment. In September 1958, the Ministry of Railways 
decided to transform the Shuoxian-Huanghouyuan section into an electrified 
line and started to organize construction but the project was suspended in 
1961 as capital construction was curtailed. Later, a number of technical 
transformation projects were carried out one after another, but the state of 
railroad techniques still had not been thoroughly improved. This was 
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particularly true along the Shuoxian-Yuanping section where the line runs 
across the Hengshan mountain range, because of steep slopes, multitudinous 
curves, small radius and low fixed aumber for hauling, double locomotiver 
were used in hauling, the up train could haul 1,400 tons and the down train 
hauled merely 1,500 tons; restricted by the Duanjialing tunne, the annual 
transport capacity Setween the section from Fenghuang village to Changzhen 
amounted to only 4.63 @willion tons. The Yuanping-luanghouyuan section is a 
common line used by the North Tongpu and the Beij.ng-Taiyuan lines in going 
into Taiyuan, the transport traffic is extremely tight, far from coping with 
the needs of daily increasing transport volum. 


Abundant Coal Resources 


The North Tongpu railway is located in the north Shanxi coal production 
base, the Datong and Ningwu coalfields are extremely rich in coal reserves 
which account for 3% percent of the total coal reserve in Shanxi province, 
it is also a famous fine coking coal producing area in our country. The 
known deposits amounted to 75 billion tons of which deposits verified by 
specific means came to over 15 billion tons due to plundering and 
destruction by the feudal and reactionary regime prior to liberation, the 
underground coal bed had burnt for over 100 years causing a waste of the 
country's precious wealth to no purpose. The so-called “volcanic phenomena’ 
in north Shanxi recorded in documents in the past was in fact the burning of 
the underground coal beds. After liberation, not only had the underground 
fire been put out, abundant coal deposits had also been saved and coal 
production advanced by leaps and bounds. The Datong Mining Bureau and the 
Xuangang Mining Bureau produced over 20 million tons of coal annually, the 
small coal pits spreading all over the places under the control of 
prefectures, counties and communes produce over 15 million tons annually. 
Moreover, the Pingshuo open cut coal mine under Sino-U.S. joint venture will 
soon start construction, the designed scale is 15 million tons annually; it 
is expected that by 1987 it will be able to produce over 8 million tons of 
washed refined coal. Most of the coal produced in this area is fine 
non-coking coal and the amount of which transferring *o other localities is 
very great, accounting for 42 percent of the province's total amount 
transferred to other localities. Except for a small amount transported 
south by way of Ningwu, most of the coal produced in Ningwu and areas in the 
north is shipped to Beijing, the northeast from Datong by way of the 

Bei jing-Baotou and Datong-Qinhuangdao lines, and transhipped to East China 
or exported via Qinhuangdao. With regard to the coal produced by the 
Xuangang Mining Bureau, except for a small part consumed locally, most of it 
is transported to Beijing, Tianjin, Hebei and other remote areas through the 
Beijing-Taiyuan line. At present, transportation especially railroad 
transportation has become the major factor restricting and affecting the 
construction of the Shanxi coal base. 


Transformation for Electrification 
To cope with the needs of shipping out coal from the north Shanxi region, 


the state decided in 1980 to carry out overall technical transformation of 
the North Tongpu railway for electrification. According to the design 
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TRANS PORTAT LON 


INTRODUCTION TO XIAMEN'S NEW RAILWAY STATION 
Beijing TIEDAO ZHISHI [RAILWAY KNOWLEDGE] in Chinese No 6, 28 Nov 84 pp 4-5 


{Article by Li Jiajiang [2621 0502 1162]: “The New Xiamen Station--The Terminal 
Station of the Yingxia Railway and the Gate to the Xiamen Specia! Economic Zone” ] 


[Text] The express train sailed smoothly past the Gavji Sea Wall and entered 
the scenic Xiamen Island. Ten minutes later, a huge milky white glittering 
rectangular building came into sight. It was the terminal station of the Ying- 
xia Railway and the gate to the Xiamen Speical Economic Zone--the new Xiamen 
Station. 


Island Station 


The new Xiamen Station is located on the Xiamen Island with the verdant and 
graceful Wuchun Mountain in the background and the Xiahe Avenue in the fore- 
ground, the new lake-side urban district to its north and the old busy downtown 
area to its west. It has an ideal location. It is a communication center of 
Fujian Province, a junction of sea and land communications and a major communi- 
cations hub of the Xiamen area. 


The Xiamen Station was first built in February 1957 when the Yingxia Railway 
was open to traffic. Since then, it has mainly carried out the task of trans- 
porting a large volume of passengers and freight in southern Fujian and the 
Shantou area in Guangdong Province and to various inland provinces and harbors. 
It has linked Xiamen and southern Fujian to other parts of China and promoted 
economic prosperity. 


Over the years, along with the continuous development of the national economy, 
the transportation business of the Xiamen Station has increased substantially. 
In 1983, its passenger volume reached 1.6 million people, three times more than 
when it was first built and its freight volume reached 1.2 million tons, a 3.3- 
fold increase over 1963. In the past few years, since Xiamen was declared a 
special economic zone, the tempo of construction and economic development has 
been accelerated and the volume of passenger and freight transportation has 
increased by a large margin. In order to suit the development of the situation, 
the Yingxia Railway is now undergoing technological transformation, improving 
equipment and increasing transport capacity. In the meantime, the Xiamen Sta- 
tion has been reconstructed. In addition to the construction of a new railway 
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building, intensive efforts are being made to expand the north site, east site, 
west site and new freight site of the Xiamen Station as well as the lines in 
Dongdu and Xingang districts. 


New Look of Railway Building 


With the growth of transport volume, the building of the Xiamen Station has 
also changed drastically. The original station building covered an area of 

800 square meters and could allow only 300 people to wait for the train at the 
same time. The building was a simple and crude wood shack. The canopy on the 
platform had an old-fashioned structure made of wood and brick. The narrow 
Square before the station was 5 meters below the level of the platform, causing 
great inconvenience for passengers who had to climb many stairs to take the 
train while carrying luggages. 


The construction of the new railway building was started in May 1980 and com- 
pleted in May 1983. Now the building has been basically commissioned. It 
covers an area of 8,600 square meters, 10 times bigger than the old one. It 
assumes a quite unusual shape, resembling a quadrangle. On the east and west 
sides are ticket offices, luggage and waiting rooms. In the back are waiting 
rooms for mothers and children and for soft-seat or berth passengers. In the 
middle is a big hall flanked by gardens. The big hall is tall and bright with 
walls painted in three huge color paintings, called “the Legend of White Egret,” 
“the Silk Road" and “the Glory of Overseas Chinese From the South.” The pic- 
tures are beautiful and vivid and have national characteristics. In the gardens 
there are bamboos, shady trees, lush flowers and plants, pebble tracks and 
ornamental rocks and creeks for resting passengers to enjoy. The waiting room 
has huge steel-framed glass windows, punched plaster boards and calcic boards 
of decorative patterns on the ceiling and a three color--light green, light 
yellow and pink--terrazzo floor. The waiting room is neat ard quiet, providing 
a comfortable environment for passengers. There are three bridges connecting 
the waiting room to the platform, making it easier for passengers to get in 

the station and get on the train. There are also tunnels and canopies between 
the platform and the exit of the railway building, making it very convenient 
for passengers to get off the train and get out of the station. The station 

is equipped with a central-controlled, 12-circuit broadcasting system through 
which various programs of different sources are broadcast in addition to train 
departure and arrival times and passenger notice. The station is also equipped 
with electronic train number indicators and electronic scales. 


The square before the station covers an area of 10,000 sm. Within the square, 
there are flower ponds and a walking area planted with rows of China fir. There 
are hotels, restaurants, bus stations and motor vehicle parking lots on both 
sides of the square, providing room and board and communications convenience 

for passengers. 


The Founding of the Special Economic Zone 
Xiamen City, where the Xiamen Railway Station is, is located on the southeast 


coast of Fujian Province. It is a famous harbor and scenic city. Xiamen used 
to be a small island. After a sea wall was built to link up with the mainland 
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in 1955, its area of jurisdiction was extended to include Guankou and Canghai 
districts as well as Tongan County. The city covers an area of 549 sq. km and 
has a population of over 480,000, of which, about 100,000 people are returned 
overseas Chinese and their family members. Xiamen is also an industrial city 

of considerable size. Canned food, aquatic processing, leather, textile and 
medicine are its original industries. Machinery, chemical, ship-building, elec- 
tronic, plastics and rubber industries have also developed in the past few years. 


In 1980, an area of 2.5 sq km in the Huli District of Xiamen City was designated 
as special economic zone. In February 1984, after Comrade Deng Xiaoping inspected 
Xiamen, the special economic zone was extended to include the whole Xiamen island 
and the method of “bringing in from abroad” and “carrying out internal integra- 
tion” was adopted to carry out many construction projects and speed up the tempo 
of economic construction. In the first half of 1984 alone, 47 contracts were 
officially signed to absorb foreign funds and funds from overseas Chinese, in- 
volving a total investment of $168 million. The objects of the contracts were 
mostly investors from Europe, America, Japan, Hong Kong and Singapore. As far 

as the “internal integration” is concerned, the special economic zone has estab- 
lished links with Anhui, Liaoning, Jiangsu, Guizhou and Zhejiang provinces and 
Beijing and Shanghai municipalities. As of today, 18 contracts and 17 agree- 
ments have been signed. The Huli Special Zone which has been established for 
nearly 4 years has many all-purpose industrial buildings, general office build- 
ings, technical training centers and auxiliary buildings. The first printed 

tile plant which is wholly financed and managed by foreign investors has been 
completed and put into operation. A $14 million international financial center 
is under construction. Other commercial, service, housing and entertaining 
facilities are being constructed step by step. Huli District will soon become 

a new urban town of 70,000 people. As for the transformation of the old urban 
area, efforts are being made to hold talks and sign contracts with investors 

from foreign countries and Hong Kong as well as overseas Chinese to broaden 

the Xiahe Avenue to 40 meters and build high-rise office buildings of 20 or 

more stories, and build the Lujiang Hostel, the Jinqiao Tavern and two large 
entertainment centers. Another plan is to invest 30 million yuan in the Gulangyu 
Isle to build it and four neighboring isles including the Huoshao Isle into 

a special tourist attraction. Because many returned overseas Chinese and their 
family members live in Xiamen, the Special Economic Zone Construction and De- 
velopment Company has joined investment with the Baodun Company of Hong Kong 

to build a new overseas Chinese village in the Hubin Town in addition to many 
existing overseas Chinese residential areas. Not long from now, Xiamen city 

will become a new booming special economic zone. 


Developed Communications 


Communications and transportation are very developed in Xiamen City. It has 

sea transport and airlines in addition to highways and railways. The coastal 
line of the Xiamen Island is 234 km. It is a calm natural deep-water harbor. 

It has been one of China's major foreign trade harbors since Ming and Qing dynas- 
ties. It originally had 22 medium-sized and small wharfs with an annual freight 
handling capacity of 1.9 million tons. Near the newly-built Dongdu Wharf, the 
water is over 12 meters deep, the harbor is wide and has very little fog, no 
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ice all year round and basically no silt. Therefore, it allows 5,000-ton cargo 
ships in and out at all times. After the completion of this wharf, the handling 
capacity of the entire harbor will be increased to over 4 million tons. The 
Xiamen Harbor now has trade reiations with over 80 countries and areas in the 
world. It has cargo fleets bound for Hong Kong and irregular cargo ships bound 
for Singapore, Japan and Australia. There are passenger liners between Xiamen 
and Hong Kong twice a week. In July 1984, a new route was open between Shanghai, 
Xiamen and Guangzhou, providing more convenience for passengers going to and 


from Xiamen. 


A new international airport has been built in the northern part of the Xiamen 
Island, 3 km away from the Huli Industrial District. Officially open to traffic 
in October 1983, it can allow Boeing 707s, 737s and trident passenger liners 
to take off and land. There are now routes from Xiamen to Beijing, Shanghai, 
Fuzhou and Guangzhou. There will be other domestic and international routes 


in the future. 


The communications system of Xiamen city is also relatively complete. It has 
newly completed a 7-floor microwave electronic communications building and im- 


ported program-controlled automatic telephone systems. Direct-dial telephone 
service from Hong Kong to Xiamen has been available since September 1983. The 
Xiamen Aviation Electronic Instrument Company has also imported from the [Ray- 
theon] Company of the United States such advanced equipment as RAl/--66, RAl/-- 
32 high frequency radiophones for use on ships, SEA 112 single-band radiophones 
and 3200 aviation radars, providing more convenience for the communications 

of inland, coastal and ocean-going vessels. 


Famous Tourist Area 


Xiamen has a beautiful environment and many famous scenic spots. It is a famous 
tourist city in China. Major famous scenic spots are the Xiamen Island, the 
Gulangyu Isle, the Nanputuo, Jimei and Wanshiyan, etc. 


The Xiamen Island is a rugged granite island. The water in the river running 
down from Yundingyan which is 335 meters above the sea level is so clear that 
one can see to the bottom. Along the river are luxuriant green trees and tall 
jagged rocks of grotesque shapes. The scenary is as beautiful as a painting. 
There is no intensive heat of summer nor is there deadly cold in winter. The 
climate is very pleasant. Therefore, the Xiamen Island is a famous summer resort 
The Gulangyu Isle which is 1 km across the sea from the Xiamen Island has shady 
trees and lush flowers and plants. It is called the garden on the sea and is 
an ideal convalescent resort. The Riguangyan of the isle is where the national 
hero Zheng Chenggong used to station his troops. It now has a Zheng Chenggong 
memorial hall. On the beach are buildings, pavilions, creeks and bridges. 
There are also soae beaches where swimming is allowed. The Nanputuo Temple 
under the Wulao Peak is a famous ancient temple in southern Fujian. The exist- 
ing buildings in the temple are Tianwang, Daxiong, Dabei and Cangjiang halls. 
They are magnificent. They have elegant sculptures. In the neighboring area 
are the Xiamen University, the Luxun Memorial Hall, the Anthropology Museum, 
the Overseas Chinese Museum and the New Overseas Chinese Village, the Wanshiyan 
of the Shishan in the east suburbs of the city has range upon range of mountain 
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peaks, jagged rocks, secluded valleys, running springs and extremely beautiful 
scenery. The Jimei Scenic Area which is on the mainland side of the Xiamen 
Sea Wall is a small isle surrounded by sea on three sides. 


Patriotic overseas Chinese Mr. Chen Jiageng used to live here. Now there are 
his tomb and a memorial building, named “Guilai” hall. The Jimei Town has many 
schools. Campuses occupy most of the town which is the most concentrated educa- 
tion district in Xiamen. 


In the past few years, Xiamen's tourist industry has developed substantially. 

In the first half of 1984 alone, over 22,500 foreigners, overseas Chinese and 

compatriots from Hong Kong and Macao came to visit relatives and friends, take 
part in trade talks and carry out cultural exchange and sports activities. 


The number of passengers from inland area to Xiamen has also increased substan- 
tially. The construction of the new Xiamen Station has improved travel condi- 
tions for visitors. 


12302 
CSO: 4006/443 


121 











JPRS-CEA-85-046 
TRANSPORTATION 17 May 1985 


SUGGESTIONS FOR YUNNAN'S RAILWAY CONSTRUCTION 
Beijing TIEDAO JIANZHU [RAILWAY CONSTRUCTION] IN Chinese No 11, Nov 84 pp 9-10 


[Article by Cao Shengping [2580 4141 1456] of the Survey and Design Institute 
of the Kunming Railway Administration: “Several Tentative Ideas for Yunnan's 
Railway Construction” ] 


[Text] Since the construction of the Kunhe Railway, Yunnan Province, located 

on the southwest border of the motherland, has built 1,700 km of railways, of 
which, 994 km have standard-guage, 672 km have 1,000 mm-gauge and 34 km have 
600-mm gauge. There is still a long way to go in establishing a railway network 
in Yunnan. In other words, we still have to build many more railways at minimal 
cost and the highest speed before we can establish our railway network. The 
fixed-asset value of Yunnan's existing railways account for about 3 percent 

of the nation's total railways and the number of Yunnan's railways workers ac- 
counts for 2.2 percent of the nation's total. But the converted turnover volume 
of Yunnan's railways account for only 0.83 percent of the nation's total. This 
apparently cannot be considered a good economic result. What are the problems? 
One is huge road construction and investment. 


Another is small traffic volume. In view of the characteristics of Yunnan's 
transportation and topographical conditions, we should choose an appropriate 
way that can satisfy the demand for transportation and save investment in the 
road construction to speed up the progress of four modernizations. 


1. Engineering Characteristics 


The Kunhe Railway is an existing metric-gauge main-line railway in Yunnan Province. 
It is 465 km long, starts out from Kunming and has a grade limit of 2.5 percent 
(not including Zhejian [2124 8096]). The shortest radius of its curves is 100 

m and 44 percent of its total length is made up of curves. About 44 percent 

of its stations are located on curves with a 100-m radius. 


The main characteristic of metric-gauge railways are as follows: An ability 

to handle grades and curves and adapt to local conditions; less bridge and tun- 

nel construction; less fill and excavation work; less damage to mountains; fewer 
maintenance problems and lower construction costs--830,000 yuan per km in 1950. 


Due to the short radius of its curves and the low standards of its lines, the 
speed limit of the Kunhe Railway is only about 40 km per hour. 


122 











Il. Traffic Capacity 


The Dongfanghong Model-21 (DGH 21) diesel locomotives have been used to haul 
all passenger cars on metric-gauge railways and all freight cars on the section 
between Kunming and Xunjiansi. Steam locomotives are still being used to haul 
freight cars on other sections. The designed speed of these locomotives is 
about 60 km per hour and their hauling capacity is between 210 and 700 tons. 
(The hauling capacity reaches 700 tons when two sets of DFH 21 diesel locomo- 
tives are used.) 


III. The Comparative Analysis of Standard- and Metric-Gauge Railways and High- 
way Transportation 


Judged by the technical conditions, engineering and construction costs of stan- 
dard- and metric-gauge railways, the disparity between their costs of construc- 
tion is substantial because of the difference in the adaptation of their tech- 
nical standards to Yunnan's topographical conditions. The Kunhe line is a 
metric-gauge main-line railway in Yunnan Province. It has a grade limit of 

2.5 percent. The shortest radius of its curves is 100 m. Because these stan- 
dards allow more flexibility in adapting to topographical conditions and need 
fewer extension lines, the Hunhe Rallvay required only light construction, 5.5 
percent bridges and tunnels and 38 k (m”) fill and excavation work per km. 

The Chengkun line is a standard-gauge main-line railway. Its grade limit is 
0.6 percent for single locomotive and 1.2 percent for double locomotives. The 
shortest radius of its curves is 400 m. Because these standards cannot easily 
adapt to topographical conditions, heavy construction had to be carried out 

to build many extension lines in areas where topographical conditions are poor. 
The proportion of bridges and tunnels is as high as a6,7 percent and the fill 
and excavation work per km is also as high as 139 k (m’). The topographical 
and geological conditions of the Kunhe and Chengkun railway lines are similar 
in general, but the difference in the proportion of bridges and tunnels is over 
eight times, the difference in the fill and excavation work per km is over three 
times and the difference in the construction costs per km is also over three 
times. In other words, with the investment for 1 km of standard-gauge railways, 
we can build about 3 km of metric-gauge railways. 


Judged by the value of fixed assets used by each unit of converted turnover, 

the difference between existing standard- and metric-gauge railways is insig- 
nificant. According to the standard- and metric-gauge railways plans for the 
Gejiu branch line, the transport volume of both railways will be basically the 
same and their converted turnover will also be fairly close. However, due to 
the great disparity in the value of investment, the difference in the investment 
used by each unit of converted turnover will be substantial. 


The following table is on the transport costs of the standard-, metric- and 
British-gauge railways of the Kunming Railway Administration in 1982. 
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Gauge Standard Metric British 





Item 
Transport Expenses (10,000 yuan) 8418 3355 147 
Taxes (10,000 yuan) 1263 503 22 
Transport costs (yuan/10,000 ton km) 179 404 916 
Transport expenses after readjustment (10,000 
yuan) 17,673 4785 167 

Taxes after readjustment (10,000 yuan) 2651 718 25 
Transport costs after readjustment (yuan/10,000 

ton km 376 576 1041 





The 1982 transport expenses included payroll, materials, fuel, electricity, 
overhaul, basic depreciation and other expenses, but the overhaul of railway 
lines, bridges, tunnels and communications and signalling equipment and basic 
depreciation were apportioned by the Ministry of Railways according to the con- 
verted turnover of all railways. We hold that in order to obtain actual trans- 
port costs of Yunnan's railways we need to readjust these figures in accordance 
with the 6.5 percent of the fixed-asset value of the railway lines, bridges, 
tunnels and communications and signalling equipment of the Kunming Railway Admin- 
tration. This is why we computed the figures listed in the table as transpor- 
tation expenses and costs after readjustment. 


The transport costs of Yunnan's railways are much higher than the average level 
of other regions in China. The main reasons are heavy construction and high 
construction costs plus failure to bring into play transport capacity. The 
transport costs of existing metric-gauge railways are higher than existing stan- 
dard-gauge railways, but this is caused by special reasons. 


Although the transport costs of metric-gauge railways are higher, they are still 
lower than highway transport. The transport costs of metric-gauge railways 

per 10,000 ton km are equivalent to about 35 percent of those of highways. 

The oil consumption for metric-gauge railway transport is about 24 percent of 
that of highway transport. 


IV. Several Tentative Ideas 


1. In Yunnan's railway construction, it is proper to adopt the principle of 
allowing the coexistence and building of both standard- and metric-gauge rail- 
ways while striving to develop the advantage of the latter. Railways operated 
mainly for the purpose of regional transportation should be built to metric 
gauge. 


Due to the construction of the Guikun and Chengkun main-line railways, an initial 
southeast trunk line running from the southeast coast of the motherland to the 
Diandong Plateau has come into being. With the construction of the Kunnan Rail- 
way and the electrification of the Guikun Railway, the standard-gauge railways 
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on the Diandong Plateau wili unavoidably play an even more important role. 

We think that it is proper to build the Kunnan Raiiway (including the Xingyi- 
Luoping-Yiliang-Kunming line and the Xingyi-Hongguo-Kunming line) to standard 
gauge. 


According to incomplete statistics, there are over 150 million meters of metric- 
gauge railways in the world. Africa has the most, about 60 million meters. 
America has 30 millimeters. Asia has 50 million meters. Japan is one of the 
countries using both standard- and metric-gauge railways with emphasis on the 
latter (1,067 mm gauge). As early as in 1958, it had 20 million meters metric- 
gauge railways and 1,000 km of standard-gauge railways. Metric-gauge railways 
require small investment but yield fast results. We think that Japan has given 
full consideration to this advantage in railway construction. Yunnan has a 
varied topography; therefore, building metric-gauge railways would cost less 

and yield fast results. There are many nonferrous metal reserves but not many 
large coal and iron deposits in the Diannan, Dianxinan, Dianxi and Dianxibei 
plateaus which are located on the border. Therefore, the transport volume would 
not be very large and metric-gauge railways generally can satisfy the need of 
transportation. 


As mentioned before, we think, in Yunnan's railway construction, we should adopt 
the principle of allowing the coexistence and building of standard-and metric- 
gauge railways while giving full play to the advantages of the latter and build 
most provincial main lines to metric gauge. Myitkyina, Lashio and Pyinmana 

of Burma, Chiangmai and [Kangkai 1660 7030] of Thailand and Lao Cai of Vietnam 
are all major stations of metric-gauge railways. Connecting these lines to 
Yunnan's railways can promote commodity exchanges between Yunnan and neighbor- 
ing countries in Southeast Asia and open up an avenue to the Indian Ocean for 
Yunnan. At present, most parts of Yunnan still rely only on costly and fuel- 
consuming highway transportation. We will have many problems if we expect the 
State to make a huge investment in building high-standard standard-gauge rail- 
ways in Yunnan Province to improve the transportation condition. This situation 
is not conducive to promoting the four modernizations in Yunnan Province. In 
order for Yunnan's railway construction to develop quickly, make fast contribu- 
tion to Yunnan's four modernizations and give full play to the advantage of 
metric-gauge railways, adopting the principle of taking metric-gauge railways 

as the key in Yunnan's railway construction is appropriate. 


2. We Should Restore as Soon as Possible the Diaumian Railway and Quickly Solve 
the Communications and Transportation Problem of Southwest Yunnan 


Currently, the Dianmian Highway handles over 2 million tons of transport volume. 
Its annual fuel consumption and transport costs are fairly significant. But, 
many completed sections of the Dianmian Railway have been left unused for several 
decades. It is a real pity. Restoring the Dianmian Railway can help solve 

the communications and transportation problem of southwest Yunnan, speed up 

the four modernizations in southwest Yunnan and develop water and power resources 
of the Lancangjiang. If we build a 70 km long metric-gauge railway between 
Xiangyun and Xiaguan, we can cancel or at least postpone the construction of 
standard-gauge railway on the Guangxia line. It is possible to use the invest- 
ment for the construction of the standard-gauge railway on the Guangxia line 

to restore the Dianmian Railway and build a metric-gauge rilway between Xiangyun 
and Xiaguan. 
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Since the Chengkun Railway has already been completed, the Dianmian Railway 
should begin from Guangtong. 


3. The Dianzang Railway should be built to metric gauge. According to research 
on tne Dianzang Railway plan, the Guangtong-Lhasa line is 1,883 km long; trains 
will be drawn by electric locomotives; the grade limit will be 0.12 percent 

for single locomotive and 2 percent for double locomotives; the shortest radius 
of curves will be 600 m; 40 percent of the line will be bridges and tunnels; 

and construction will be very difficult. Due to all this, plus a harsh plateau 
climate and poor construction and transport conditions, the cost of construction 
will be higher than 12.4 billion yuan. Why do we need such a high standard? 

If we use metric gauge and electric locomotives and extend the lines to an effec- 
tive distance, we might be able to satisfy the need of transportation. Because 
metric-gauge railways need little investment, we might be able to complete it 
within this century or in early next century. 


4. Yunnan's railways should use electric locomotives. 


Currently most railways in Yunnan Province use diesel locomotives. Most coal 
produced in Yunnan is brown coal which is not suitable for use in steam loco- 
motives. Oil resources are also very scarce in Yunnan Province. However, 
Yunnan is rich in water resources. Its total water reserves reach 100 GW, 
accounting for a sixth of the nation's power resources. Using electric loco- 
motives to haul trains can not only save fuel but also increase the transport 
capacity of existing railways. Using the investment saved by building metric- 
gauge railways to develop power and then using power to increase the transport 
capacity of railways is a practice very conducive to the four modernizations 
of Yunnan Province. 
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TRANSPORTATION 


CONSTRUCTION OF NEW RAILWAY IN NORTHERN XINJTANG 
Beijing GUANGMING RIBAO in Chinese 25 Feb 85 p 1 


[Article by Huang Shan [780A 1472]: “Construction of Northern Xinjiang Rail- 
way To Start 1 May"] 


[Text] The Northern Xinjiang Railway Company, only quite recently established 
in Xinjiang, announced on | February in Urumqi that the state has decided that 
work will start on 1 May on the construction of the Northern Xinjiang railway. 


The Northern Xinjiang railway will start in the east in Urumqi and will pass 
Shihezi, Kuytun, to extend to the west to Bortala Pass. The line will be 
built in stages, the section from Urumqi to Usu, a length of 246 km, will be 
built first. This engineering project has already been included in the 1985 
state plan and will be built with capital jointly provided by the state and 
the local authorities and will also be managed jointly. The Uygur Autonomous 
Region of Xinjiang will put up 150 million yuan, the Ministry of Railways will 
invest 80 million yuan and the state will provide a subsidy of 150 million 
yuan, making a total of 380 million yuan. The Urumqi-Usu section of the 
Northern Xinjiang railway will be surveyed and designed by the No 1 Survey and 
Design Company of the Ministry of Railways, and the Northern Xinjiang Railway 
Company will be responsible for the work of executing the construction and 

for operational management. It is planned to have the rails in place up to 
Shihezi by 1986, by 1987 up to Usu and the whole Line completed by 1988. 
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NEI MONGGOL'S JINING-TONGLIAO RAILWAY 
Beijing GUANGMING RIBAO in Chinese 25 Feb 85 p 1 


[Article by Li Chunsheng [2621 2504 0524] and Wu Guoliang [0702 0948 5328]: 
"In the Development of Transportation, the Local Authority to be the Primary 
Factor, but Capital to be Raised From Many Quarters--Cooperation of the 
Ministry of Railways and Nei Monggol in the Construction of the Jining- 
Ton,;liao Railway") 


{Text} On 12 January, Fang Hongji [2075 3163 0679], director of the Bureau of 
Planning and Statistics, the Ministry of Railways, and spokesman for the 
ministry, made a statement on the question of the resolution on the part of 
the Nei Monggol Autoncmous Region to construct a railway from Jining to 
Tongliao: The Ministry of Railways approves and supports this resolution of 
the Nei Monggol Autonomous Region and will actively cooperate in the early 
stages of the construction of this line with regard to execution of the con- 
struction work and operational management, and will also assume responsibility 
for technical direction and will supply special used railway materials, 
evaluated in terms of money, as its share in the venture. 


Fang Hongji said, the construction of this railway will play an important role 
in the political, economic and cultural development of the Nei Monggol Auto- 
nomous Region, in promoting the unity of the various nationalities, in Linking 
up the provinces and territories of northwest, north and northeast China for 
economic interchanges and in expanding the capacity for the transportation of 
coal to the outer regions. 


Local railways of a length of over 6,300 km have already been built everywhere, 
but there has never been the construction of a trunk line of 850 km in the 
nature of a network undertaken by one province or region with pooled capital. 
The Jining-Tongliao railway is the first trunk line in China built by a local 
authority. 


The spokesman, furthermore, said that the Ministry of Railways hopes that other 
provinces, municipalities and autonomous regions wil! also raise capital and 
actively engage in the construction of local railways for the more vigorous 
development of transportation and of economic development. The Ministry of 
Raiiways will actively support the construction of local railways by the 
various provinces, municipalities and autonomous regions, to promote a great 
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development of local railways in China. Throughout the entire country, the 
state and the local regions shall truly engage in this together, raise capital 
from many different quarters and build railways, thereby bringing about an 
acceleration of the pace of construction. 
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YUNNAN'S RAIL TRANSPORTATION SETS RECORDS 
Kunming YUNNAN RIBAO in Chinese 17 Jan 85 p 1 


[Article by Yu Hua [3768 5478] and Li Qing [4539 1987]: “The Yunnan 
Government Commends the Kunming Railway Administration--Yunnan's Rail 
Transport Set Historical Record Last Year"! 


[Text] The Kunming Railway Administration was commended by the Yunnan 
Provincial Government for fulfilling 1984 annual transportation plan in an 
outstanding manner. 


In 1984, the volume of goods transferred in and out of Yunnan Province 
increased by a relatively wide margin whereas railway trunsportatico.s 
facilities remained practically unchanged. In addition, the electrification 
project of the section between Xuanwei and Kunming on the Guikun Railway 
line was officially tegun, increasing the difficulty of railway departments 
in fulfilling transpwuctation tasks. In order to guarantee that economic 
work progresses smoothly throughout the province, the staff members and 
workers of the Kunming Railway Administration have strived to do a good job 
in their own work. They rationally arranged the order of departure, spcod up 
loading and unloading processes and increased the utilization rate of 
railway cars, setting historical records in such economic and technical 
targets as the number of loading and unloading, the net carrying capacity of 
standard-gauge freight trains, the turnover, stopping and transfer time of 
standard gauge freight trains and the daily output of locomotives. They 
also set historical records in passenger and freight transport volume, 
converted turnover volume and the volume of goods transferred out of Yunnan 
Province. 
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CHINA'S RAILWAY PASSENGER TRANSPORT ANALYZED 
Changsha HUNAN JINGJI XINXIBAO in Chinese 26 Feb 85 p 1 


[Article by Sha Shui [3097 3055] : "Projections for 1985 on China's Railway 
Passenger Transportation" ] 


[Text] In the past few years, a railway passenger transportation has been in 
great demand in China. In 1984, the passenger volume reached 1.11 billion 
people, averaging 3.04 million a day. During the passenger transport peak 
period around the Spring Festival, the average daily passenger volume reached 
3.6 million people, 18.4 percent more than the off-peak period. Due to the 
fast increase in passenger volume, the overloading phenomenon of long-distance 
passenger trains has become more and more serious. Most trains are 30 to 50 
percent overloaded. Some are even 100 percent overloaded. Difficulty in 
buying tickets and getting transportation has become an increasingly prominent 
problem. 


According to the projections, in 1984, a railway passenger transportation will 
increase by a fairly large margin compared to the previous year. The reasons: 
After the people's living standards are improved, the number of people visiting 
relatives and friends and taking sightseeing trips will increase and after the 
economy is invigorated and markets are open, salesmen, purchasing agents and 
liaison personnel will travel more and the number of businessmen and people 
transporting goods for sale over long distance will continue to increase. In 
addition, more foreigners will come sightseeing or visiting relatives in China. 
Therefore, it is estimated that in i985 railway passenger volume may reach 1.15 
billion people, averaging 3.15 million people a day and 3 percent more than 1984, 
According to the projections, railway passenger volume during the Spring Festi- 
val period of 1985 may reach 133 to 135 million people, an increase of 6 to 

8 million people or 5 to 6 percent over the corresponding period of 1984. The 
average daily passenger volume may reach 3.25 to 3.37 million people, an in- 
crease of 200,000 to 330,000 people over the previous year. The highest daily 
passenger volume is estimated at 3.75 million people. In order to solve the 
problem of ticket and transportation shortage for the broad masses of passen- 
gers, railway departments will adopt the following measures: 


Reorganize railway cars and increase the number of railway cars per train. 
The number of railway cars for every express and through train on major rail 
lines such as Jingguang, Jinghu, Longhai, Jingshen, Hada, Zhegan and Lanxin 
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lines will be increased form the current 13-14 to 17. At the same time, some 
luggage, dining and sleeping cars will be replaced with empty coaches so as 
to increase che number of passenger cars. 


Give full play to the role of satellite stations and ease the pressure on 
major passenger transportation stations which have reached saturation point. 
It is necessary to bring into play the role of some satellite stations because 
Beijing, Shanghai and Nanjing railway stations where passenger transporta- 
tion is in most demand are unable to increase passenger volume. For example, 
bringing into play the role of Xizhimen and Yongdingmen stations can ease the 
pressure on Beijing Station; bringing into play the role of Zhenru Station 

can ease the pressure on Shanghai Station; and bringing into play the role of 
Pukou station can ease the pressure on Nanjing station. 


Increase the number of runs. In 1985, 29 extra runs will be made between 
Beijing and Qingdao, Beijing and Harbin, Beijing and Dandong, Taiyuan and 
Zhenru, Luoyang and Nanjingxi, Xining and Shanghai, Beijing and Shiyan, 
Wuchang and Guangzhou, Shanghai and Guiyang, Baoji and Guangyuan, Changchun 
and Harbin, and Lanzhou and Liuyuan. 


Strengthen planned transportation. It is stipulated that beginning 1984, 

only long-distance tickets will be sold for No. 15, 16, 47 and 48 trains from 
Beijing to Guangzhou; No. 13, 14, 21 and 22 trains from Beijing to Shanghai; 
No 17 and 18 from Beijing to Harbin and No. 39 and 40 from Beijing to Qigihar. 
This is to solve the problem of short-distance passenger flow crowding out 
long-distance passenger flow. 


Through these measures, railway passenger transportation shortage will be 
alleviated and transportation conditions will be somewhat improved in 1985. 
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YUNNAN'S RURAL HIGHWAY CONSTRUCTION ASSESSED 
Kunming YUNNAN RIBAO in Chinese 7 Jan 85 p 1 


[Article by Tian Di [1131 0966]: "“Yunnan's Rural Highway Construction 
Greets High Tide--With Vigorous Support of the State and Participation of 
400 ,000 Civilian Worker") 


[Text] By the end of December 1984, over 400,000 civilian workers in Yunnan 
province had participated in rural highway construction, over 2,900 km of 
highway construction was being carried out and over 1,100 km had been 
completed. 


At a provincial highway conference held in June 1984, the provincial 
government clearly stipulated that the province will grant 5,000 yuan in 
subsidy for each km of highway construction, 4,000 yuan for large-scale 
reconstruction and 2,000 yuan for small-scale reconstruction. In October 
1984, the central government issued a directive on granting a proper amount 
of subsidy--namely, 20,000 jin of grain, 4 dan of cotton and 800 meters of 
cotton cloth per km--for highway construction in impoverished areas. In 
addition, prefectures and counties have also vigorously donated money to 
build highways, creating good conditions for Yunnan's highway construction 
and reconstruction in last winter and this spring. 


Peasants in all localities have also considered highway construction a basic 
measure to eliminate poverty and bring about prosperity. Following the 
autumn harvest, commune members in all localities vigorously donated money 
and labor for highway construction. By the end of December 1984, district 
and township governments and individual commune members alone had raised 2 
million yuan and about 400,000 civilian workers had been hired, bringing 
about an upsurge in highway construction. 
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ZHONGSHAN PORT CONSTRUCTION COMPLETED 


Beijing GUANGMING RIBAO in Chinese 25 Feb 85 p 1 
Completed in 8 Months 


[Article by Zhang Tianlai [1728 1131 0171], Hu Yang [5170 5017] and Zhang 
Shengyou [1728 0524 0645]: “Another Hub of Passenger and Cargo Traffic in the 
Zhu River Delta; Zhongshan Port--Basically Completed in 8 Months") 


[Text] On the bank of the Hengmen channel, one of the eight large gates in the 
Zhu River Delta, there stands a 42 meter high sign, silvery grey and shaped 
like a rocket, on which appear, in relief, red on white background, the eye- 
catching letters "Zhongshan Port." The 10-odd auxiliary installations on the 
bank are in the process of being given the final internal outfitting. A 
catamaran-type hydrofoil passenger boat in the harbor awaits its departure 
time. This is the basically completed ‘hongshan Port. The speed with which 
this medium-sized port was built in not quite 8 months won the praises of the 
leading comrades of the State Council. 


Zhongshan Port !s located at Zhongshan City, the native place of Sun Yatsen, 
54 nautical miles to the east is Hong Kong, 52 nautical miles to the south is 
Macao, and to the north somewhat over 90 nautical miles lies Guangzhou. 
Zhongshan lies between two hills, its water is deep and clear, and it is one 
of the rare good natural freshwater harbors of Guangdong Province. It can now 
accommodate 5,000-ton vessels, but will later after some dredging be tit for 
large 10,000-ton ships. 


To comply with the policy of opening up to the outside world and of invigorat- 
ing the domestic economy, Zhongshan City expended much energy on developing 
communications by land and water. They were determined to solve the centra- 
diction between the developing economy and the tight communication and trans- 
portation situation by concentrating the entire financial and material 
resources of the municipality, also attracting foreign capital, for the task 
of building Zhongshan Port. With the approval of the State Council, it has 
become one of the official open ports. It will be open to navigation to all 
Chinese coastal cities and to all countries of Southeast Asia. With an 

annual handling capacity of about 1.4 million tons and a passenger transporta- 
tion capacity of 300,000, Zhongshan will be one of the 10 or so municipalities 
and counties of the Zhu River Delta that form the main centers of freight and 
passenger traffic. 
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Zhongshan Port comprises 1 wharf for 5,000-ton vessels, 3 wharves for 1,000- 
ton vessels and one wharf for passenger traffic. With the exception of the 
5,000-ton wharf that had been built earlier, all wharves and other installa- 
tions were started when the first pile was driven on 15 June last year; the 
work was basically completed in January this year. The 10 or so engineers and 
technical staff of the Zhongshan Construction Co took only a little over ] 
month to design the harbor and its auxiliary installations. More than 1,500 
men of 5 work teams belonging to 2 Zhongshan construction companies worked 
hard day and night on the 12 houses, covering an area of 18,000 sq m, to ac- 
commodate the border defense, the customs, the harbor superintendence, live- 
stock and plant inspection and comprehensive services for passenger and 
freight transportation offices. Work had started on 20 October last year; by 
the 20th of November all had been roofed, a speed that has astounded everyone. 
At the same time a 7 km long, 40 m wide highway leading into the port was also 
completed. 


To ensure fast work, the major responsible persons of the municipal administra- 
tion assumed personal direction of the engineering work and organized a 
directorate, participated in by the responsible persons of the departments 
concerned, such as the economic commission, the planning commission, the con- 
struction commission and the bank, establishing a torcetul concentrated leader- 
ship. Every work team applied the system of contractual task responsibility 

at the group level and with responsibility assigned to each man, of clearly 
defined rewards and penalties. They carried out long-term planning with 
short-term arrangements, emphasizing a daily rate of progress. In this way 

the entire work was intensely managed, but also in an orderly manner, and it 
was carried out closely organized and with great speed. 


In the first 10-day period of February the ribbon will be cut at the opening 
ceremony for Zhongshan Port. 


Model of Speedy Construction 
Beijing GUANGMING RIBAO in Chinese 4 Feb 85 p 1 
[Commentary: "Another Model of Speedy Construction" }] 


[Text] The speedy construction of Zhongshan Port is a most heartening item of 
good news from our four modernizations drive. We have the instances of high 
speed l-year constructions at Shenzhen and Chiwan Port, and now the high speed 
8-month construction of Zhongshan Port, all this increases our contidence in a 
speedy construction of our four modernizations. 


The problem of communications and transportation has presently become a major 
topic in China's economic development. If there is to be improvement in the 
economies of the coastal special economic zones and the economy of the cities 
that have been opened up, the problem of passenger and treight transportation 
must be solved, 


The leading group of Zhongshan Municipality has correctly recognized the signi- 


ficance of constructing the port and solving the communications and transporta- 
tion problem for the opening up of the area. They understand the law ot 
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economic development and know how to seize the key points. They also made 
full preparations in respect of human, material and financial resources and 
adopted the form of joint-capital operations. They, furthermore, organized 
a powerful and effective directorate, which in organizational respects pro- 
vides a guarantee for the accomplishment of the project. 


The construction of Zhongshan Port enlightens us that the solution of the 
problems of communications and transportation shortages is not difficult if 
we only stimulate enthusiasm in all quarters concerned. 


9808 
CsO: 4006/478 
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17 May 1985 
TRANSPORTATION 


BRIEFS 


TRUCKS IN LIAONING--With the purchase of over 6,000 trucks by the trans- 
portation enterprises in the province in 1984, the total number of trucks 
owned by the individual enterprises has exceeded 14,000. The peasants say: 
"To make money, roads must first be built. However, money cannot be made if 
there are no trucks on the roads." According to an investigation conducted 
by the provincial and city communication and transportation administrative 
departments in seven counties including Qingyuan, Beizhen, Faku and Donggou, 
83 percent of the business concerns engaged in trucking have prospered from 
their undertaking. Many of them have netted 10,000 yuan and 5 percent have 
netted upward of 30,000 yuan. In recent years, the peasants in our province 
have taken two different tacks in the operation of transportation. First, 
instead of purchasing mostly rubber-wheeled carts and tractors, they are 
buying motor vehicles at the progressive rate of increase of 34 percent. 
Second, instead of engaging in transportation on a part-time basis, more 

and more of them have become full-time contingents in transportation 
operations. They have established a coordination with the state and 
collective transportation operations and have formed a transportation 
network of trunklines and branch lines in the cities and rural areas. The 
development of individual motor transportation has given a new look to the 
backward state of transportation in the rural areas. [By Liu Hongbin] 

[0491 1347 2430] [Text] [Shenyang LIAONING RIBAO in Chinese 12 Jan 85 1 p] 
9621 


CSO: 4006/421 
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17 May 1985 


TAIWAN 


CAUTIOUS TRADING WITH INDEBTED COUNTRIES URGED 
OW201305 Taipei International Service in English 0100 GMT 18 Apr 85 


[Text] The Council for Economic Planning and Development [CPD] has 
called on the nation's traders to be more wary of trading with the 

Third World nations, because foreign debts of these nations will probably 
break the mark of 1 trillion U.S. dollars by the end of this year. 
According to information collected by the CPD, foreign debts of developing 
countries around the world are expected to hit U.S.$970 billion by the 
end of this year. The figure is an 8.4 percent increase over the 
U.S.$895 billion of 1984. Some of these indebted countries are probably 
able to bear the heavy burden; but some countries, especially those in 
Africa, are probably unable to cope with the debt problems which have 
already threatened the survival of their monetary systems. 


In general, the CPD noted, the economic prospects for most developing 
countries in 1985 are better than in 1984, and some major-debt nations in 
the world will probably have higher economic growth this year. The 
average economic growth rate in 1985 is estimated at 4.5 percent, higher 
than the 4.1 percent in 1984, 


The CPD has called on the nation's traders to be more cautious in doing 
business with some major-debt nations, such as Brazil, Argentina, Chile, 
Egypt, India, Indonesia, Israel, South Korea, Mexico, Turkey, Venezuela, 
and Yugoslavia. 


CSO: 4020/203 


138 











JPRS-CEA-85-046 
17 May 1985 


TAIWAN 


BRIEFS 


MARCH EXPORTS DECREASE--Taipei, 8 Apr (CNA)--Taiwan's exports during the 
month of March were valued at U.S.$2.24 billion, a decrease of 9.2 percent 
over the same month last year and the first drop in exports since the 
economic recovery began 24 months ago, according to statistics from the 
Ministry of Finance. Despite the decline, exports for the first 3 months 
this year were up 5.3 percent over the first quarter last year, to 
U.S.$7.08 billion. This rate, however, is far below the average projected 
growth of 13 percent for exports this year. Among all exports in March, 
electronic products were down 3.2 percent from March 1984, while garments 
and textiles were down 29.6 percent, footwear was down 14.7 percent, and 
toys were down 13.9 percent. Exports to the United States declined 

16.1 percent in March, and were valued at U.S.$1.19 billion. Exports 

to Japan and West Germany were also down. The statistics also show that 
imports last month amounted to U.S.$1.89 billion, an increase of 6.9 
percent over the same month last year. Imports in the first quarter 
slipped 1.8 percent to U.S.$4.96 billion. [Excerpt] [Taipei CNA 

in English 0329 GMT 9 Apr 85] 


RICH OIL, GAS STRIKE--Taipei, 10 Apr (CNA)--One of the newly drilled oil 
wells off the Hsinchu Coast has been found rich in natural gas and crude, 
Chinese Petroleum Corp reported. The well, designated as CBK No 14, 

will have an estimated daily output of 410,000 to 420,000 cubic meters 

of natural gas and over 1,400 barrels of high grade crude, the state-run 
company said. CBK No 14 is the fifth productive well drilled by CPC in 
the same general area. A fifth has been drilled to the intended depth 
and is believed highly promising. CPC plans to extend its oil exploration 
to an adjacent area identified as CBS. The company said an open bid will 
be held to pick a foreign engineering consultant firm to help tap the new 
gas and oil find in the Taiwan Straits. [Text] [Taipei CNA in English 
0933 GMT 10 Apr 85] 


EXPORTS TO EUROPE--Taipei, 20 Apr (CNA)--To assist with a breakthrough 

in export bottlenecks to European countries, the Ministry of Economic 
Affairs has decided to unite the power of related government trading 
agencies to help local exporters set up warehouses in major trade centers 
in Europe. In compliance with the decision, along with the message sent 
back from representatives of the China External Trade Development Council 
(CETDC) in Rotterdam, Holland, Multitech Industrial Corp, which has 
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recently decided to set up a warehouse in Rotterdam, will be the first 

firm to take advantage of the assistance. According to Stan Shih, 
president of Multitech, the warehouse will be jointly established with 

the Damco Co of Holland. Multitech will take responsibility for production 
and marketing, while Damco will be responsible for affairs such as stock, 
payment, and accounting. To help Multitech with the setting up of its 
warehouse in Holland, CETCD will assist the firm's overseas representatives 
in obtaining exit and entry visas, acknowledge long-term, low interest 
loans from Dutch banks, help to handle credit insurance, and offer trade 
information and business opportunities. [Text] [Taipei CNA in English 
1008 GMT 20 Apr 85] 


CSO: 4020/203 
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17 May 1985 


HONG KONG MEDIA ON CHINA 


PRICE CHAOS REPORTED IN SHANGHAI 
Hong Kong MING PAO in Chinese 12 Apr 85 p 30 


lArticle: "Prices on the Shanghai Market Are Chaotic; There Are Goods That 
Have No Prices and Prices Where There Are No Goods; Weights Are Inaccurate; 
Prices Rise Each Time a Good Changes Hands; Manufacturers Skimp on Work and 
Scrimp on Materials; and Prices Are Raised Arbitrarily") 


{Text] From Shanghai, the JIEFANG RIBAO reports that price departments in 
Huangpu District of are investigating prices in a number of industries and 
have discovered that price control is chaotic and that the situation urgently 
requires close attention from relevant departments. 


Among current price problems, one issue is that standard prices are not 
uniform. One of the basic requirements in the price management work of retail 
stores is to provide clearly marked prices. Yet quite prevalent are goods 
having no prices, prices having no goods, the failure to mark goods with 
approved prices and the sale of goods for which prices have not been properly 
set. Prices are inconsistent in many food markets, and in some shoe stores 
none of the items displayed bear marked prices. In one store, the prices of 
men's patent leather shoes were raised without approval, resulting in 260- 
plus yuan in overpricing. 


A second issue is that goods are underweight. According to regulation, 
wrapped (bagged) goods are supposed to be weighed before packaging, but the 
practice of weighing packaged goods is now very prevalent. A recheck of 15 
packages of black tree ears and longan conducted at a store selling southern 
delicacies revealed that each of these packages was about | gian underweight. 
A recheck of 13 2-jin bags of yellow croaker sold at one market revealed 
shortfalls in each, the worst being 4 liang underweight. And for soaked 
foodstuffs sold at another market, the greatest shortfall discovered was one- 
half jin. 


Third, prices are increased each time goods change hands. One cooperative 
store purchased, without approval, 500 pressed ducks from Nanjing and, because 
it did not know this business or the proper ways of pricing this commodity, 
graded and sold the ducks itself. A grain management agency purchased nearly 
4,000 jin of fresh beef from Anhui, which it priced and sold at 1.80 yuan per 
jin. And a trading company signed a contract with a unit in another part of 
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the country to process Western-style suits, which that company then sold in 
Shanghai at a 30-percent markup. 


Fourth, manufacturers skimp on work and scrimp on materials. One food store 
arbitrarily changed the mixture of its candy assortment, eliminating the white 
cocoa candy from the approved content of 254 jin for the assortment and thus 
cutting 10-plus yuan from the approved costs. Yet the store's retail price 
for the assortment did not change. 


A bakery that produces various sweetened rolls arbitrarily cut back on the 
ingredients it uses, saving 1.69 yuan for every 100 jin of ingredients left 
out. 


Fifth, prices have been arbitrarily increased. For example, the price of 
each woolen sweater jointly produced by a certain youth clothing shop and a 
certain sweater factory is 20-plus yuan more expensive that those sold by 
other stores. Relevant departments in the district have conducted 26 sample 
checks of 2,000-plus packages of nonstaple foods and vegetables sold at a 
market and discovered a weight-error rate of 6.5 percent. 


12431 
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17 May 1985 


HONG KONG MEDIA ON CHINA 


OVERHEATED ECONOMIC GROWTH REPORTED 
Hong Kong WEN WEI PO in Chinese 18 Apr 85 p 2 


{Article by Cheng Xiang [4453 5046): "Industrial Growth Spurts 23 Percent in 
First Quarter; Proportionate Relationships Have Fallen Out of Balance; Beijing 
Is Treating the "Disease of Overly Fast Growth'; Currency and Capital 
Construction Grow Too Fast; Social Commodities Cannot Keep Pace; Relevant 
Authorities Adopt Countermeasures To Control Expansion in Demand") 


(Text) Pelevant sources report that the abnormal industrial growth rate, 
which commenced during the final quarter of last year, persisted into and has 
shown no signs of slowing in the first quarter of this year, when that rate 
registered an increase of 23 percent over the same period last year. This 
"overheating" and overly fast growth rate have aroused the attention of 
relevant authorities. 


Economic experts point out that the "overly fast" growth rate of the first 
quarter was set off primarily by the simultaneous overexpansion in two types 
of demand beginning in the fourth quarter of last year. First, consumer 
demand grew too fast. People's money income grew much faster than social 
production. For example, bank cash disbursements for wages and other payments 
to individuals during the first quarter increased by 40.6 percent over the 
Same period last year. Of this amount, state bonuses for workers and staff 
members increased by 104 percent, whereas labor productivity rose by only 13.5 
percent. The second contributor to the problem was the continued expansion in 
fixed capital investment, which rose by 22 percent last year and by 33.) 
percent in the first quarter over the same period last year. These two 
".-* ors have caused aggregate social demand to exceed total social supply, and 
an overdistribution of national income has been engendered 


It is believed that this “overly high" rate of expansion has caused many 
problems, such as disproportionate growth among industrial sectors. The 
machine-building, electronics and textile industries grew much faster than the 
national industrial average. And the steel industry grew by only 6 percent, 
production of the chemicals sodium carbonate and caustic soda expanded by only 
0.7 and 3.3 percent, respectively, electric-power production increased by only 
8 percent and railroad transport grew by only 2.2 percent. In addition, the 
overdistribution of national income has made market supply tight and has 
increased commodity prices. 


Relevant authorities are now studying countermeasures and are striving to 
control the steady expansion in demand. 
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HONG K.ING MEDIA ON CHINA 


COMPETITION FOR WHEELOCK GROUP TAKEOVER HEATING UP 
Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER) in Chinese 4 Mar 85 pp 12-13 


[Article by Wu Fengxia [0702 7685 7209): “Battle for Buying Up Wheelock 
Surges On"] 


[Text] The scramble for control of the holdings of the “Wheelock Marden Co 

Ltd" between Singapore's Khoo Teck Puat [Felwyn Co Ltd.] financial group and 
the Kowloon wharf Ltd is surging on. Because the Kowloon wharf Company is 

gearing to buy up the Allied Investors Corr Ltd. and at the same time tries 

to buy up Wheelock Marden by hiking the price, it is still hard to foretell 

who will gain supremacy, but it is certain that a new situation will emerge 

in Wheelock's leadership. 


The Characteristics of the Takeover Fight 


Several characteristics of this scramble merit mentioning: (1) It has 
attracted international attention. Wheelock, an old-brand conglomeration 
backed by British capital in Hong Kong, owns over 200 subsidiary companies, 
funds from overseas here are watching the trend of development before 
deciding whether or not to sell their holdings in Wheelock. Newspapers of 
many countries have carried detailed reports in a timely manner about this 
takeover scramble. (2) This takeover scramble is seldom seen in the Hong 
Kong stock exchange. The biggest takeover scramble in Hong Kong in the past 
several decades was the buying up of the Dairy farm by the Landmark (4999 
0966) Co in the early 1970's and Pao Y.K. gaining control of the holdings of 
the Kowloon Wharf Co Ltd. by defeating the Landmark Co in the 1980's. 
However, these scrambles involved only companies in Hong Kong. But this 
time, Singapore's financial group made its appearance in Hong Kong like a 
dragon crossing the river. (3) Although these two financial groups are in 
fierce competition, the buying and selling in the stock market is being done 
in an orderly manner. These two financial groups are making a bid for 
control of the Wheelock stock holdings. At the deadline of this report, the 
purchasing prices offered by the Kowloon wharf Co Ltd. were Hk$ 7.4 for a 
shares and Hk$ 0.74 for B shares which were 23.3 percent higher than that 
first offered by the Singapore financial group; at the same time, while 
offering the above purchasing prices, the Kowloon Wharf had also offered to 
buy the Allied Investors Corp. Ltd. at HKSI1 per share. The competitive 
bidding of prices on numerous occasions seldom happened in takeover 
struggles in the past. However, in spite of the fierce competition between 








these two financial groups, the buying and selling are done in an orderly 
manner ard the investors have not engaged in panic buying and selling of 
their shares. (4) The overall takeover proposal put forth by the Khoo Teck 
Puat financial groups to the Wheelock group was without the advanced 
knowledge of Wheelock's board of directors, which is also a rare practice in 
the Hong Kong stock market. Moreover, the fact that Marden, chairman of 
Wheelock's board of directors, had only 13.5 percent holdings also caught 
the stock exchange circles by surprise. The offer by the Kowloon wharf Co 
to buy up two conglomerated companies, the Wheelock and Allied Investors, 
and this action of buying up these controlling companies on the market also 
are unprecedented in Hong Kong stock exchange transactions. (6) This buying 
up battle involves a tremendous amount of money. The Victory Co has 
announced on behalf of the Kowloon Wharf Co to again hike the price of 
buying up the Wheelock shares involving nearly HK$ 2,503,000,000. 


What Touches Off This Takeover Battle Between These Two Financial Groups? 


By only looking at the above-mentioend characteristics, people will realize 
that this battle for control is moving in zigzags and a roundabout way. Why 
are these two financial groups striving to take over Wheelock? Or shall we 
say what has touched off this takeover battle? First of all, we should take 
a look at the situation in the Wheelock group. The Wheelock Co Ltd was 
established in 1932 and now owns 200 subsidiary organizations. Its business 
involves mainly shipping and real estate run by numerous companies and the 
Organization is very complicated. For example, shipping is being handled by 
three of its companies, for example, both Wheelock and its Trust Company 
have holdings in the Meidi Company (5019 0966 0361 0674) which cooperated 
with the Changjiang [Industrial Investment Co, Lane Crawford owns big 
buildings, the Union Realty occupies the Wheelock office building and other 
areas, the Harriman Holding Co also owns an industrial buidling, and even 
the Cross-Harbor Tunnel shares are respectively owned by Wheelock and the 
Allied Investors. It is undeniable that the Wheelock group has the growth 
potential but its growth is limited due to its conservative workstyle; in 
fact, not long ago, people had also listed Wheelock as a target for taking 
over. 


Even though Wheelock's actual strength is no comparison with that in its 
prime, the fact that the Kowloon wharf Co is willing to offer HK$ 2.5 
billion to buy Wheelock's shares indicates that Wheelock still has a certain 
attractiveness. 


What Is the Goal for the Kowloon Storage to Buy Up Wheelock? 


According to a responsible person of Victory Co Ltd, the Wheelock group fits 
into the strategy of multioperational development of the Kowloon Storage 

Co. As everyone knows, the Kowloon Storage Co owns real estate, shipping, 
hotels and department store business and is similar in many respects to 
Wheelock. If the takeover deal is successful, it will benefit the Kowloon 
Storage Co in reorganizing the companies on the market under its name and on 
the other hand Pao Yu-kang's rich experience in shipping will also help 
improve Wheelock's shipping operations which are now under financial 


pressure. 








(here are two reasons as to why the Chiu Te Pa financial group is trying to 
buy up the Wheelock group, according to the forecast of all quarters: (1) 
Wheelock is an old-brand group in Hong Kong with a long history in trade and 
has intimate trade relationships with China. It can be said that the buyers 
have taken into consideration the development of the entire continent of 
Asia. In fact, it is learned that the 70-year old Khoo Teck Paut is 
enthusiastic about establishing commercial contacts with China, he thus 
hopes to use Hong Kong as an ideal bridge. (2) The world's shipping 
business is on the decline, since that group has shipping interests in 
Singapore, the takeover still has bright prospects. 


Changing Wheelock's Ownership Is Inevitable 


judging from the competition between these two groups at present, the two 
main forces that have been controlliag Wheelock for the past 13 years will 
diminish in succession. A sharp change definitely took place in Wheelock 5 
days after Khoo Teck Puat put forth its proposal to buy up the Wheelock 
shares. Marden sold his 13.5 percent holdings to Khou Teck Puat. Up to now 
Marden still has not resigned from his post as board chairman, but it is a 
matter of time. In the meantime, Chang Yu-liang (1728 3768 5328) has also 
sold his Wheelock holdings to the Kowloon Wharf Co. 


[t is an undeniable fact that Wheelock will change ownership, but regardless 
of who becomes the owner in the future, it will be to the advantage of the 
group. For over a period of time in the past, due to disharmony within the 
board of directors and its conservative way of doing business, the 
development of those companies under the Wheelock group has been restricted; 
the two groups now competing to buy up Wheelock have each expressed 
confidence of its ability to run the group well. 


[he Takeover and [ts Impact on Hong Kong Economy 


These takeover activities will definitely have a certain impact on the 
economy. It will be good for the Hong Kong economy if foreign capital 
initiates large-scale takeover activities in Hong Kong, this is because in 
the eyes of foreign businessmen, Hong Kong is a good prospect. In the 
course of this takeover activity, investors from both Southeast Asia and 
local circles have put in their best efforts, showing their confidence in 
making long-term and vital investment in Hong Kong. [It also shows that the 
development of the economy in Hong Kong has its attractiveness. 


Regardless of who wins in the takeover activities, the amount of working 
capital in the market is bound to increase. If wowloon wharf succeeds, it 
is possible that the Singapore financial group coveting the Chinese market 
will look for some other companies on the market as takeover targets. If 
that is the case, the amount of working capital in the market will increase 
further. The situation of "water in the pond rolling over the fish in the 
pond" as happened in the past in the Hong Kong stock market will be greatly 
changed and takeover activities will also bring in more investment from 


outside, 
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Chronicle of the Battle of Purchasing Wheelock Shares 


14 February: The Khoo Teck Puat financial group of Singapore announced the 
purchase of the 13.5 percent stock holding from the Ma Deng family and at 
the same time offered to purchase in cash at the price of HK$ 6.00 for A 
shares and HK$ 0.6 for B shares conditionally and all other shares issued by 
Wheelock now not in its hand. 


15 February: The Khoo Teck Puat financial groups of Singapore purchased 10 
percent of the Wheelock stock holdings thereby increasing its holding to 
23.5 percent. 


16 February: Kowloon wharf announced that it had acquired 40 percent of 
Wheelock's holding and offered to purchase in cash at a price per share of 
HK$ 6.60 for A shares and HK$ 0.66 for B shares. 


19 February: Kowloon Wharf purchased 956,813 A shares at HK$ 6.6 per share 
thus increasing its holding in Wheelock to 34.17 percent. 


19 February: The Khoo Teck Puat financial group of Singapore hiked the 
purchasing price to HK$ 7.00 per share for A shares and HK$ 0.70 for B 
shares; it also purchased 46.25 million shares of A shares on the market at 
a price between 6.85 and 7.00 thereby raising its Wheelock holdings to 24.3 
percent. 


25 February: Kowloon Wharf announced that it had purchased in cash at 
HK$11.00 per share all shares issued by Allied I[nvestors, a conglomerated 
company of Wheelock, that is, 29,282,000 shares with a face value of HK$ 
4.00 per share. 


26 February: Kowloon Wharf hiked the price of A shares to HK$ 7.40 and B 
shares to HK$ 0.74. Thus Kowloon wharf now owned 38 percent of Wheelock 
stock. 


12662 
CSO: 4006/463 
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HONG KONG ECONOMIC TRENDS 


HONG KONG'S LIBERAL ECONOMIC POLICIES ANALYZED 


Guangzhou GANCG-AO JINGJI [HONG KONG AND MACAO ECONOMIC DIGEST] in 
Chinese No 5, 1984 pp 7-14 


[Excerpts from speech of Li Qiu [7812 5841] delivered at the Hong Kong 
Economic Academic Discussion Meeting on 11 April 1984 entitled: 
"*Noninterventionism' and ‘Active Noninterventionism'--An Analysis of 
Hong Kong's Liberal Economic Policies" ] 


[Text] Hong Kong is a small island with an area of only about 1,046 
KM?, In the first 10 years after World War II, it depended almost 
entirely on reexport trade, and had very little industry. (At the end 
of the 1940's, the export of industrial products amounted to only 10 
percent of the total export value.) Its economy was small and simple 
in structure, and its economic policies were also simple. 


Following the huge influx of capital, equipment, technology, entrepreneurs 
and laborers from the interior of preliberation China and the outbreak 
of Korean War, it began to change. Instead of an entrepot, it became 
an industrial city. Its industrial development was particularly rapid 
during the 1960's, and in the 1970's it became an international financial 


center. Its internal and external economies became increasingly diversified, 


and its own set of economic policies were formed. All these changes 
took place after the mid-1950's and particularly during the 1960's and 
1970's. In these nearly 30 years, Hong Kong's economic policies went 
through a gradual process of establishment, development, coordination 
and systemization. 


Now, aS anyone can see, Hong Kong has set up fairly distinctive guidelines 
and concrete policies regarding land, housing, the taxation system, the 
reserve system, monetary management, the banking system, the functions 

ot a financial center, foreign trade, communications, transportation and 
general economic development. Behind these concrete policies is an 
all-pervasive guiding principle called by the British authorities in 

Hong Kong a "general stand" or the so-called “noninterventionism" which 
was later modified as “active noninterventionism."” For the convenience 
of discussion, the same phrases used by the British authorities will 


also be used here. 








What Is “Noninterventionism" and “Active Noninterventionism"? 


A. J. Youngson, former dean of the Economics Department of Hong Kong 
University analyzed this question in his book “Hong Kong's Economic 

Growth and Policy" published in 1982. He believed that it would not 

be easy to find a completely satisfactory answer to this question (p 120), 
although he added that the best way would be to look up the book 

"Wealth of Nations" written by Adam Smith in the 18th century. It 

means that he, like Adam Smith, wanted a freely developing capitalist 
economy, opposed the theories and policies of economic intervention, but 
refused to copy mechanically from Adam Smith's laissez faire doctrine. 


Prof Milton Friedman, founder of the new monetarism, described Hong Kong 
as the “best example of noninterventionism."” He also opposed state 
intervention and advocated free development of capitalist economy in 
line with Adam Smith's theory. In “Free to Choose" and on some 

other occasions, he quoted Adam Smith's views to the effect that in a 
capitalist society, the economic activities of a person who is “only 
concerned with his own interests" would be “guided by an invisible 
hand," and that “the quest for his own interests would usually induce 
him to promote the social interests more effectively, even though he 

had no intention of doing so." ("Wealth of Nations" Vol II, Book 4, 


’ 


Chap 2, Commercial Press, p 27.) 


Friedman's ideas can be traced to the opinions of the Chicago school 
concerning free economy and market competition. According to this 
school of thought, spontaneous regulation by the mechanism of market 
price could lead to a balanced capitalist economy in a natural tendency, 
and could also enable the resources to be used most fruitfully. Inter- 
vention policies not only hinder the rational distribution of wealth, 
but also often intensify economic disorders because of the use of 
erroneous measures. Therefore, these people believed that the state 
should refrain from intervention in the economy as much as possible. 


Adam Smith's Liberal ideas have produced extensive and positive effects 
on the development of British and world capitalism in the age of free 
capitalism. However, the crucial ideas of an incurable capitalist system 
in an age of free competition would be even more restricted when capitalist 
economy has entered the stage of monopoly. In the present world, 
"cigantic governments" are found everywhere ("Free to Choose" p 37) and 
everywhere is infiltrated with strong intervention from the state and 

the monopoly organizations. Even England, where monetarism is practiced, 
and the Reagan Administration which believes in the supply-side school 
ind monetarism are no exceptions. 


Therefore, Friedman said: People may ask: "Can there be a society in 
which people mainly rely on voluntary trade and organize their economic 
activities through the market" while the government need only fulfill 
Limited obligations? His reply disappointed his disciples but interested 
those who are concerned with the Hong Kong economy. He said: “Probably 
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Hong Kong is the best example." However, this seems to be the only 
example. Friedman believed that Hong Kong is not only the best example 
of noninterventionism but also an outstanding paragon of “modern free 
market and limited government." Thus even under his magnifying glass, 
Hong Kong's government intervention seems to be very, very little. This 
is certainly not actually the case. There are economic interventions 

in Hong Kong, although there are also many free economic activities 
which deserve our study. 


Hong Kong adopts nonintervention policies mainly because of its economic 
environments. It has an open door economy with external trade occupying 
a leading position. Its own market is not large, and natural resources 
here are very scarce. For raw materials, semimanufactured goods and 
equipment required for industry as well as other materials required 

for other economic sectors, and even the foodstuffs and articles needed 
in the people's daily life, it has to rely on imports. Of its own 
products, more than 90 percent are ultimately exported. Therefore, ‘it 
is heavily dependent on external resources and most easily influenced 

by external factors, all the more so since it became a financial center. 
The measures taken by the British authorities in Hong Kong to offset 
unfavorable external effects have not been always successful. Therefore, 
they believe that "the distribution of economic resources should be 
decided by the market, and for best results, the government refrains 

as much as possible from intervention as a matter of principle." 

("Hong Kong Almanac 1984" p 36) 


From the historical point of view, we can see that the capitalist 
influence in Hong Kong, like that of other capitalist societies in the 
stage of ascendency, requires an environment of prolonged free development. 


The 1950's and 1960's were the times when new monetarism was born and 
gradually prevailed over the United States. It was also in the 1960's 
when Hong Kong's former financial secretary, Sir John James Cowperthwaite, 
advocated a fairly clear-cut nonintervention policy. Considering the 
point of time, his action might be entirely coincidental. 


Hong Kong usually has a new financial secretary every 10 years, and 
Cowperthwaite was the financial secretary in the 1960's. He believed 
that Keynesianism was unsuitable for Hong Kong. He said: "The 
government should not tell anyone in commercial or industrial circles 
what to do and what not to do, and even less what can be done and what 
cannot be done.” He added: “Ours is a fully open door economy" and 
“the hidden hand is our best economic guidance.” (Hong Kong Handsard 
1962, p 133) 


The ideology of nonintervention governed Hong Kong's economic policies in 
the 1960's. It became even more prevalent when Hadden-Cave became the 
financial secretary in the 1970's. In 1978, he called “noninterventionisna’ 
by a new name--"active noninterventionism." 
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Hong Kong underwent very drastic changes in the 1970's. Externally, these 
changes were brought about by the disintegration ot the pound sterling, 
the collapse of the international monetary system with the dollar as 
the center, the petroleum crisis, the most serious economic crisis of 
the capitalist world in 30 years, and the rampancy of protectionism. 
Internally, the excessive stimulation to housing over many years led 

to a serious economic overgrowth after 1976; the balance between 
production and demand and between import and export was seriously 
disturbed; currency inflation was intensified; the pressure of population 
was more keenly felt; and Hong Kong became an international financial 
center. At the same time, the rapid increase in the influence of 
British capital in the second half of the 1960's and throughout the 
1970's led to the continued expansion of its manipulative power, and 
Cowperthwaite's laissez faire vision was obviously inconsistent with 
these demands. All these changes made it necessary for the Hong Kong 
authorities to revise their policies and to exercise more economic 
interventions. At that time, on the question of intervention or 
nonintervention, the authorities were strongly criticized and under 
heavy public pressure. In his last budget report, Hadden-Cave said: 
"In the past 10 years, I have been under all sorts of pressure and 
severely bombarded by my critics." This was the historical background 
of the authorities advocation of “active noninterventionism." 


On 14 September 1979, when Hadden-Cave read his thesis entitled 
"Changes in the Hong Kong Economy in 4 Consecutive Years of Rapid 
Expansion" in the foreign press club, and on 1 February when he spoke 
before a dinner party in the London Overseas Banks Association, he 
gave a fairly systematic exposition of the revised policies. 


He called "active" noninterventionism "a point of view." He believed 
that if a government tries to distribute the resources of a private 
sector and arbitrarily attacks the market's free regulation, such 
action would usually be useless or even harmful to the growth of the 
economic system, particularly one with external trade in the leading 
position. He added: There is a “secret™ in the implementation of 
policies, namely, to “avoid any worry over temporary difficulties," and 
when the cause of worry is over and “given some time, the force of 
the market will certainly provide some way for you to overcome these 
difficulties." This is one aspect of the situation. Basically, this 
explanation is in no way different from that of his predecessor. If 
there is any difference at all, it is only in the broader scope of 
nonintervention in external affairs. 


There is, however, another aspect ot the situation, because he also 
believed that despite the general theory of active nonintervention, 
intervention is admittedly appropriate in preserving Hong Kong's 
economic stability. For the stability of an economic system in which 
external trade predominates and which is highly susceptible to the 
trading environments in the world, intervention has an even more special 
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meaning. in his views, there may be intervention in times of obvious 
necessity in order to "assist" and “promote™ the process of regulation 
(instead of altering the economic orientation) and “to ensure that the 
mechanism of regulation can function most effectively." 


From this, we can see that the core of the ideology embodied by these 
theories among the higher British authorities in Hong Kong is still 

the need for market regulation of the economy and for a free enterprise 
system, while the government refrains as much as possible from inter- 
vention, and the only difference is that, as it openly declared, the 
nonintervention policies should be more active than before. Accordingly, 
intervention markedly increased in the late 1970's. 


After taking over the office of financial secretary in 1982, Bremridge 
announced the “policy of the survival of the fittest.” His "maxim" 

was that "the successful ones can enjoy their prosperity, but the 
unsuccessful ones cannot expect any government subsidy or support." 

He continued to carry out Hadden-Cave's “active nonintervention policies" 
and stressed the need for a “fairly frugal government" in the hope that 
through careful budgeting, the government could cut its excessive 
expenditures, continue to exercise its control, and let the economy 

be promoted by exports to a larger extent. At the same time, he adopted 
certain measures to support the development of Hong Kong's manufacturing 
trade, but such support was far different from the obsession of the 
British authorities with the land and housing program. 


How Will The Hong Kong Government Exercise Intervention and Nonintervention? 


Now let me explain this matter in three different parts, namely, total 
nonintervention, total intervention, and the interaction between 
nonintervention and intervention. 


l. Nearly total nonintervention. For more than 30 years after the war, 
Hong Kong's visible trade was entirely free from any control. Imports and 
exports could go on freely and with the exception of the four categories 
[tobacco, liquor, hydrocarbon oils and methyl alcohol], all goods were 
duty-free. Trade procedures were very simple, and funds could flow 
without restriction. If there was any control at all, such control was 
necessary only in fulfilling international obligations, and the most 
notable control was the so-called “automatic restriction" for textile 
exports to European and North American regions. However, all these 
restrictions were forced on to Hong Kong by international protectionism. 
Hong Kong also enjoys fairly great autonomy in handling its external 
commercial relations, since it is not controlled by England. In addition 
to the freedom of handling its own external trade, it can act as an 
independent customs area under the general rules of customs duties in 
international trade, and has the power to sign agreements independently. 
It can also carry out various external economic activities independently 
and can have its say directly or indirectly in certain international 


economic conferences. 











Hong Kong's invisible trade, which includes sea and air transport, 
tourism, the use of harbor and airport facilities by foreign countries, 
foreign spending in Hong Kong and insurance, is all free from control. 


As to its external financial affairs, Hong Kong has freedom in the 
handling of foreign exchange, the entry and exit of funds, the exchange 
of Hong Kong currency for foreign currencies, and individual enterprise 
activities. Of course, there is no control over these items. 


Furthermore, Hong Kong residents can go out of Hong Kong and return 
freely. 


In these respects, Hong Kong can be called a “sand grouse in a free world." 
Aside from restrictions from outside sources, there is virtually no 
trace of interventionism to be found. What exists in Hong Kong is 
almost 100 percent noninterventionism. 


2. Total interventionism. In Hong Kong, noninterventionism is basically 
nonexistent on the question of land; what Hong Kong has is absolute 
interventionism. Land in Hong Kong is a rare resource. Of the 1,046 KM2 
of land in Hong Kong, 75 percent is unfit for town development. The 
British authorities in Hong Kong have the biggest and the sole monopoly 
in land, and every piece of new land has to be parceled out by them. 
Since land means money, Hong Kong's financial receipts and payments 
continued to grow, and the main income was from land sales, which 
accounted for more than one-third of the total income during the peak 
period. That is why the British authorities in Hong Kong would not 

give up their rights over the land. As to when land will be auctioned, 
how much to auction, and the form of action in land transactions, there 
is no free trade to speak of at all. 


3. The interaction between interventionism and noninterventionisnm. 
First to be considered is Hong Kong's monetary system. Externally, the 
Hong Kong dollar can be freely transacted in the open market, but 
internally, such transactions are subject to many interventions. The 
issuance of Hong Kong currency, controlled by the Exchange Fund regulations, 
was originally entrusted to three banks, now only two. For every Hong Kong 
dollar issued, some currency of equal value--pound sterling at first, 
Hong Kong money later, and the U.S. dollar very recently--is deposited 
into the Exchange Fund as a reserve for future issuance. However, Hong 
Kong currency can circulate and be exchanged freely, and credit is 
unrestricted. It was only in 1978 when fairly direct intervention was 
exercised in dealing with the excessive and intensifying currency 
inflation. In 1983, a fixed exchange rate was set between the Hong Kong 
dollar and the U.S. dollar in an effort to stabilize the former. Hong 
Kong banks had to operate under the Banking Ordinance. In the late 1970's 
and early 1980's, the British authorities in Hong Kong made a series of 
revisions in the laws for banks and deposit-taking companies (financial 
companies), and the most important part of these revisions concerned the 
establishment of a three-level financial system under which all financial 
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Organs were classified into licensed banks, licensed deposit-taking 
companies and registered deposit-taking companies. The business 
activities of the deposit-taking companies, tormerly enjoying their 
numerical superiority, were greatly curtailed. This action certainly 
helped consolidate and develop the financial center and make better 

use of interest rates. Most of all, it benefited the banks with British 
capital which had long enjoyed a monopoly. Furthermore, the capital 

of the financial organs was increased, a minimal proportion of Liquid 
assets was required of the deposit-taking companies, a Banks Association 
was formed, and the instrument of interest-rate control was strengthened. 
In February 1982 and October 1983, the interest taxes for foreign currency 
and Hong Kong currency deposits were abolished. All these measures helped 
strengthen and develop the financial center. However, provided the 
Banking Ordinance is followed, banking activities were entirely free. 


Second, land and housing. The housing policy is the core of the social 
welfare policy of the British Government in Hong Kong. Up to now, the 
houses provided by the government (including low-rent houses, “houses 

to the dwellers,” and the houses built with individual participation in 

the housing scheme) have accommodated 2.4 million residents, more than 

44 percent of Hong Kong's population ("Hong Kong Almanac 1984" p 84). 

In each of the past 3 years, more than 35,000 dwelling units were built, 
and even more than those built by private individuals each year. These 
expenditures accounted for 28.1 percent of Hong Kong's housing expenditures. 
In the building industry (civil engineering not included), it is estimated 
that the outlay in the public sector will be more than 45 percent, while 
that of the private sector will be 51 percent of the total outlay (in 1983). 


[Then rent. Rent control is generally exercised in Hong Kong, and the 
Rent Ordinance is revised once in several years to increase the rents by 
a certain margin. However, there is no control over the high-price 


mansions or commercial houses. 


In transportation, communications, energy and telecommunications, the 
British authorities, on the one hand, directly operate the harbor, airport, 
roads, the Hong Kong-Kowloon Railway [as published], and the postal 
service; and, on the other hand, leaves the operation of the container 
wharf, the subway, China Bus, Kowloon Bus, New Lantau Bus, microbuses, 
taxicabs, street cars, cable car, cross-harbor ferries, Hong Kong 

Electric, China Gas, Hong Kong Telephone and Cable Wireless (of which 


the government holds shares), to private enterprises. 


From this, we can see despite what Milton Friedman said in ambiguous 

terms, economic intervention does exist in Hong Kong under many conditions, 
since there is government intervention in not only the overall economy 

and individual economic activities, but also in the monopoly interests 
resulting from the expansion of concentrated individual economy. That 

was why Governor David Trench, who was in office from 1964 to 1971, 

only mentioned in his memoir that “generally, Hong Kong adopts a 
nonintervention policy in economy.” However, we can point out that there 


are also many cases of nonintervention in Hong Kong. In his study of this 











question, Mr Youngson might not have viewed the visible trade (including 
industry) and the invisible trade of Hong Kong from the proper perspective 
and overlooked some tactors (to be discussed later). That was why he 
strongly emphasized the existence of intervention in his conclusion. 

I think this cannot be quite right. What actually exists in Hong Kong 

is a generally noncontradictory combination of noninterventions (passive 
and short-sighted noninterventions excepted) and interventions; but it 

is noninterventions that are in the dominant position and form the 
majority. Noninterventionism sets the basic tone in the ideology of 

Hong Kong's economic policies. 


Despite its “nonintervention policies" and “active nonintervention 
policies," Hong Kong always has a high regard for, first, the regulative 
role of the market and, second, a free enterprise system. What the 
British authorities in Hong Kong call the market's regulative role 

means, according to their economic theories, the spontaneous regulation 

of production and circulation by the laws of production price (cost 

plus average profit) through market prices in making the best use of 
productive resources and in developing the social economy during the 
economic cycles of recovery and upswing. A prerequisite for the 
regulative role is a free capitalist enterprise system. We believe 

that one of the important reasons why noninterventionism occupies an 
important place in the ideology of the British authorities in Hong Kong 

is its high regard for the regulative role of the market and the free 
enterprise system as a matter of principle. This is shown by Hong 

Kong's economic activities and concrete economic policies. Even the 
question of land supply, which requires the utmost control, is inseparable 
from market regulation, since, according to the method of “selling to 

the highest bidder in public auctions," the supply is ultimately subjected 
to market regulation and the influence of realty cycles. 


Another reason for our belief that noninterventionism occupies a 

leading position in the ideology behind the British authorities’ economic 
policies in Hong Kong is that noninterventional policies are adopted on 
nearly all the economic links, such as visible trade (including industry 
which is closely related to it), invisible trade, and the external 
activities in the monetary system. The combined value of visible and 
invisible trade nearly doubles the total output value of Hong Kong 

(192 percent in 1983). 


The British authorities in Hong Kong have gradually worked out, strengthened, 


and systemized various concrete economic policies based on the general 
stand of noninterventionism. There are, for example, the free foreign 
exchange policy, free enterprise policy, free trade policy, Hong Kong 
currency policy, low house rent policy and so forth, all of which have 
proved to be effective. Of course, the British authorities in Hong Kong 
have also carried out erroneous policies which have brought about 

the rise of land rents, serious currency inflation, financial inflation, 


the failure in supporting industry, and the preservation of monopoly interests 
for the British syndicates. There are also many loopholes in administration. 
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On the other hand, in order that the free economy could function 
effectively, the British authorities in Hong Kong have undertaken the 
task. of building and maintaining certain public utilities and social 
amenities as strongly advocated in traditional bourgeois economics. 


At the same time, in order to practice a liberal economy effectively, 
the British authorities also set up and strengthened the judicial 
system as a legal protection for private property, free enterprise and 
the binding effects of title deeds. As Adam Smith said, as long as 
the law is not violated, people are entirely free to pursue their own 
interests in their own way and to use their labor and capital in 
competition. 


The British authorities in Hong Kong have intensified their economic 
interventions since the 1970's. 


These interventions have usually occurred under the following conditions: 


1. when erroneous policies, speculation or external causes disrupt the 
regulative role of market and seriously jeopardize the stability of the 
British economy in Hong Kong, the reputaticn of Hong Kong, or the 
British monopoly group in Hong Kong; 


2. when attempts are made to assist and promote the readjustment so that 
its mechanism can play an effective role; and 


3. when efforts are made to resist the external pressure of protectionisa, 
in which case, the authorities are forced to intervene and to resort to 
trade control. 


Nevertheless, the British authorities in Hong Kong are basically and 
strongly in favor of noninterventionism. Even in dealing with the 
protectionism of other regions, they still have tried to minimize 

their interventions and restrictions. As Youde, the present Hong Kong 
governor, said: All tiis is for the purpose of “avoiding the use of 
intervention in industrial, commercial and financial activities." 

(First administrative report after coming to office.) The former 
financial secretary, Hadden-Cave, also said: “Whenever there was a 
proposal for interventionism,we usually weighed the pros and cons, and 
the consensus mostly favored nonintervention.” He added: In the cas« 
of Hong Kong's economy, if interventionism is wrongly used to solve 
short-term difficulties, the inevitable result is that the market forces 
cannot play their role of correcting mistakes, and the situation may be 
even worse than the short-term difficulties which we hope to remove with 
the intervention.” (February 1982) 


However, the mistake of the British authorities in Hong Kong is that 
this theory was usually interpreted in absolute terms so that it may 
serve as an excuse for their passive attitude and irresponsibility. 
This is best shown by their response to the persistent calls from peopl: 
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in various circles for support to industry. Again, during the several 
drastic falls of the Hong Kong dollar from September 1982 to September 
1983, the British authorities in Hong Kong were actually pursuing a 
laissez faire policy in the name of nonintervention. 


The Role of the Nonintervention Policy in Hong Kong's Economic Development 


Hong Kong's working population was less than 300,000 soon after the war. 
For their living, these workers depended on reexport which accounted 

for more than 90 percent of total export volume. In 1947, the volume 

of reexport trade was estimated to be about HK$1.1 billion or HK$1.2 
billion. Following the change from reliance on reexports to industrial 
development in the 1950's, Hong Kong became a fledging industrial city 

in the 1960's. Then in the 1970's, it became the third international 
financial center, international trade center, international transportation 
center, international tourist center and international information center. 
Hong Kong's export trade increased 120-fold during the 30 postwar years, 
including a nearly 950-fold increase in exports of manufactured goods. 
Last year, Hong Kong's total export volume exceeded the HK$100 billion 
level, which was equivalent to about $13.4 billion and 60 percent of 
China's exports last year. It is estimated that in exports, China's 

four major ports--namely, Shanghai, Guangzhou, Tianjin and Dalian--combined 
could not compare favorably with one little Hong Kong. In the 'O years 
trom 1970 to 1979, the gross output value of Hong Kong increased by an 
average of 9 percent each year. In 1980 and 1981, the annual increase 

was ll percent and 9.4 percent, respectively. Despite the frailty, 
dependency on external resources and the speculative nature of Hong 

Kong's economy, which need further improvement, these facts are nevertheless 
sufficient to show the general state of Hong Kong's economic growth. 


However, this gives rise to some highly controversial questions, such 
as what are the factors in Hong Kong's economic development and what 
is the role played by Hong Kong's economic policy in its economic 
development? 


In my personal opinion, the liberalistic principles practiced in Hong Kong 
and the appropriate concrete economic policies guided by these principles 
during the several postwar decades, and particularly in the past 20 

years, have played, and are still playing, a very important role in its 
economic growth, which especially in the 1960's and 1970's, in turn 
reflects the appropriateness of these principles and the effectiveness 

of the concrete policies. Without the basically appropriate policies, 
even very favorable conditions cannot be well utilized. This reason is 
guite obvious. 


Of course, if there were only ordinary, and not extraordinary, favorable 
conditions, Hong Kong would be at best about the same as British Bermuda, 
the Malvinas and Gibraltar, and could never grow up to its present 

stature with such a promising future. Therefore, conditions are very 
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[Text] Geographically, Hong Kong is adjacent to Shenzhen and close to 
Zhuhai, but farther away from Shantou. From the national point of view, 
however, Hong Kong and Shantou are very close in geographical and, more 
important still, human relations. These relations inevitably have their 
positive effects on economic development in Hong Kong and on production 
in Shantou Special Economic Zone [SEZ]. 


"Chaozhou Group" in Hong Kong's Economy 


Hong Kong has a very diversified population, but 98 percent of the people 
are of Chinese descent. Among these Chinese people, those of Shanghai, 
Guangzhou and Chaozhou origins form the major groups, and the Chaozhou 
group occupies a fairly important social position in view of its numerical 
and economic strengths. 


Shantou is a coastal city in southern China. Because of its favorable 
geographical location and fine harbor facilities, it has been an open 
trade port for more than 120 years. It has a large population but 
little land, and the convenience of transportation following the opening 
of the seaport induced the people to leave their hometown either to make 
their living or to expand their business overseas. Many of these people 
have domiciled in Hong Kong, Thailand, Singapore and Malaysia. Of Hong 
Kong's population of some 5 millions, according to incomplete statistics, 
more than 1 million are Chaozhou people. Through years of efforts, 
Chaozhou people have made considerable economic achievements and occupy 
an important place in Hong Kong's economy. 


Before World War II, the economic activities of people from Chaozhou and 
Shantou in Hong Kong were mostly carried out in Bonham Strand for reexporting 
Chinese goods to the Southeast Asian countries. After the war, the 

number of Chaozhou investors continued to increase and the scope of their 
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business expanded to include textile, bleaching and dyeing, garment, 

clock and watch, jewelry, hardware, electronic and plastics trades as 

well as banking, realty, shipping, stock brokerage, insurance and 

tourism. In banking, there are the Ka Wah Bank, Overseas Union Bank 

and Fourseas Communications Bank, all controlled by Chaozhou people. 

In the realty business, there are the Cheung Kong Holdings, Yingjun, 

Liu Chong Hing Enterprise, and Dasheng Realty Company, all well-known 

in Hong Kong. In transportation, there are the China Bus Co and the 

Yinan Shipping Co. Several enterprises of the Jiehe Organization are 

also well-known in Hong Kong's hardware trade. In bleaching and dyeing, 
there are the Jiede, Gangxin and Dafeng enterprises. In the garment 
trade, there are Lap Heng, Eyu and Yongsen enterprises, all of high 
Standing. In the clock and watch trade, there are the Chongnan, Lixing, 
Ruihua and Dacheng watch dealers. In the jewelry business, there are 
Lixing, Hu Liangli, and Zhenke as the representative dealers. The 
Chaozhou people also occupy a place of some importance in such trades 

as electronics, textiles, stock brokerage and tourism. Even most of 

the small and medium-size plastics factories and garment factories are 
controlled by these people. Furthermore, they have extensive economic 

and other connections with the other groups and with people in different 
strata of Hong Kong society, while the widespread distribution of Chaozhou 
people in the Southeast Asian countries further helps increase their 
external economic influence. In economic activites, members of the Chaoziou 
group operate as fairly independent entities, but these activities are 
closely coordinated. There are now more than 100 Chaozhou organizations 
registered in Hong Kong. These organizations can be classified into 
five main categories, namely, industry-commerce associations, fellow 
townsmen associations, clansmen associations, religious organizations 
and cuitural organizations. Most of them are industry-commerce associations 
with the "Hong Kong Chaozhou Federation" as the nucleus. 


From this, we can see that the members of this group are not only numerous, 


but also fairly economically strong and important. This group is resourceful 


and well organized. At the same time, it has close connections with 
other groups and combines with them to form a special segment of the Hong 
Kong community. 


Economic Relations Between Hong Kong and Shantou 


As a fairly early open trade port, Shantou has had a long history of close 
economic relations with the Southeast Asian countries and especially 

Hong Kong. Hong Kong's economic contacts with inland China is continuing 
to increase. Most Hong Kong compatriots love their country and their 

home village. Their patriotism and warm feelings for their home village 
are interrelated, and these compatriots have always maintained close 
contacts with their home villages. The Chaozhou people in Hong Kong 

are no exception. Since the liberation, Hong Kong's economy has 
influenced that of Shantou Prefecture through the Chaozhou group to a 
certain extent. For political and policy reasons, however, this influence 
was not taken advantage of. After the Third Plenum of the llth CPC Central 
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investors, there is an opportunity for making more than the average 
profits they can make in Hong Kong in addition to the opportunity of 
serving their native town. Considerations of these mutual benefits 
have continued to promote the economic relations between Shantou and 
Hong Kong. 


Utilization of, Learning from, Hong Kong's Economy Considered 


There is little doubt that Hong Kong's economy has both direct and 
indirect effects on the development of Shantou SEZ, much to the latter's 
advantage. However, this SEZ, like the others in the country, is being 
developed with these objectives: to bring in funds, advanced technology 
and advanced management experiences, and to continue its restructuring 
so that it will become a financially strong economic zone with advanced 
technology, scientific management and a superior structure, and be able 
to play a leading role in the four socialist modernizations. 


1. Our goal is to import advanced technology and to set up technology- 
and know-how-intensive enterprises. We should strive tor this goal if 
conditions permit. However, since the four SEZ‘'s are not yet fully 
prepared for this undertaking, we cannot preclude the importation of 
labor-intensive projects. Despite its advantages, Shantou SEZ has 
some weaknesses, such as an inadequate industrial foundation, a shortage 
of universities, specialized colleges and scientific research units, 
many unemployed people, and the lack of opportunity for vocational 
training. Therefore, while striving for the development of technology- 
and know-how-intensive enterprises, we should at the same time suitably 
import some labor-intensive projects. In this case, Hong Kong traders 
may become the principal investors in the labor-intensive projects of 
Shantou SEZ, especially in such projects as for textiles, garments, 
toys and the assembly of electronic equipment, all of which are quite 
suitable for Shantou. In the near future, therefore, Shantou SEZ may 
consider the utilization of more Hong Kong capital in these fields. 


2. Hong Kong will serve as a bridge in the development of Shantou SEZ. 
The Chaozhou group's connections in Hong Kong, among other Chaozhou 
people and overseas Chinese, and in the economic circles of the world; on 
the one hand, and the relationship between the Hong Kong economy and 

the world economy, on the other, will make it possible for Shantou SEZ 
to import foreign capital, advanced technology and scientitic management 
experiences. Furthermore, since Hong Kong has an efficient information 
service and can keep us informed of the economic and production trend 


in many countries of the world, Shantou SEZ can use Hong Kong's information 


network and set up its own information system to collect useful data and 


to speed up its importation program, especially because the transformation 


of an industrial society to a well informed society will be one of the 
features of the new industrial revolution. 
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3. Hong Kong has to rely on other countries or regions for the supp!) 
of nonstaple foods, fruits and vegetables. China has already had its 
regular channels and plans for the supply of fresh and live commoditics, 
and has basically dominated the Hong Kong market in this respect. Yet 
in the market for fruits and vegetables, China's commodities have not 
yet occupied any leading position, while fruits and vegetables are 
pouring in from the United States, Japan and Taiwan. Shantou has the 
natural advantages of growing vegetables in all four seasons, while 

the agricultural area of the SEZ has the ready agricultural foundation 
of Chaozhou and Shantou in addition to the advantages of importing fing 
strains and advarced experiences. It can analyze and study Hong Kong's 
vegetable market ditions and the possibility of dominating it. It 
may even advance ft ther into the international market and create the 
conditions for dev..oping the agricultural area into a research center 
for vegetables. The agricultural area should work out careful plans 

in combining the production and processing of food and the work of 
imports and exports with scientific research, in using the Hong Kong 
market as a means of developing its own strong points, and in attaining 
the objective of economic development in agriculture. 


4. Hong Kong's industry relies a great deal on outside assistance, 
particularly because it has no scientific research organs of its own 

in the technology field. It has to rely almost entirely on the importation 
of technology and semimanufactured goods for reproduction and assembling. 
It may be said that Hong Kong's industry wins victory not through science 
and technology, but rather through its flexibility and adaptability. 

On the other hand, Hong Kong's major exports, such as textiles, garments 
and toys, are all labor-intensive products. The export volume of clocks 
and watches is large, but the value is not high because of quality 
problems. Most of its electronic products are not very competitive on 
the market, and not many new sciences and technologies are applied in 
Hong Kong. At the same time, there is a serious shortage of high-grade 
technical personnel, since very few students sent abroad to study have 
returned after graduation. For these reasons, it will be difficult for 
Hong Kong to achieve any great industrial development during the new 
industrial revolution. Therefore, Shantou SEZ should not place too much 
hope on Hong Kong as a source of advanced technology importation. 


5. Despite Hong Kong's difficulty in the new industrial revolution, people 
in its industrial circles would still strive for the development of 
technology-, know-now- and capital-intensive enterprises. In establishing 
these enterprises, they will at the same time eliminate some labor-intensive 
ones. In order to adapt themselves to developments and to reduce losses 
during the transitional period, Hong Kong entrepreneurs are gradually) 
transferring the labor-intensive enterprises into the interior, which 

will be used for their retreat [tuilu 6622 6424]. The enterprises 

run by the Chaozhou group in particular will most probably be moved to 

the Shantou SEZ. Therefore, in importing Hong Kong capital, the SEZ 

must pay great attention to its choice. On the one hand, it must bring 
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into play its strong points, make good use of the opportunity and import 
selectively. On the other hand, it must pay attention to the relationship 
between quality and speed and avoid any blind importation which will turn 
the zone into a “dumping ground” and impair its industrial structure. 


In view of what has been stated, Shantou SEZ should bring into play its 
strong points and seize the opportunity provided by the Hong Kong economy. 
With this as a springboard, it should proceed to make good use of the 
world economy. However, Hong Kong's special characteristics have 
decided that it will not be able to maintain the same rate of develop- 
ment in future years as it did in the past 30 years, and that it will 
have difficulty in taking the lead in the new industrial revolution. 
Therefore, the advanced technology to be imported from Hong Kong will 
be limited. While making use of Hong Kong, the SEZ should also fully 
recognize its limitation and take the road of exploring all avenues and 
importing comprehensively for all-round development in order to make 
cuicker and greater achievements. 
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HONG KONG ECONOMIC TRENDS 


GOVERNMENT CONTROL VS PUBLIC SERVICE IN HONG KONG 


Guangzhou GANG-AO JINGJI [HONG KONG AND MACAO ECONOMIC DIGEST] 
in Chinese No 5, 1984 pp 16-20 


[Article by Yang Xin [2799 2946]: "'‘Less Control,’ ‘More Services" by 
British Authorities in Hong Kong" } 


[Text] “Less control” in industrial-commercial administration and “more 
services" in the basic structure of social economy in Hong Kong have 
brought into full play the role of a free-market mechanism. This is a 
salient feature of the Hong Kong economy. 


The so-called “less control" means that except for the necessary legislation 


and intervention, the authorities would refrain as much as possible 

from the use of legislative regulations or intervention in economic 
affairs in order that the market mechanism, as an “invisible hand" can 
freely regulate the economy. “Less control" therefore means reduction 

of intervention in the market by the authorities to a minimum, or the 

use of government intervention only as a last resort in, for example, 
protecting social interests and security, in ensuring normal commercial 
activities, and particularly in preserving British interests in Hong Kong. 


1. Land Control 


All Hong Kong's land is controlled by the secretary of lands and works. 
The government has monopoly over land and what it sells in public auctions 
is only the right to use the land. The principle behind the auction is 
"to the highest bidder" regardless of his nationality and social status. 


2. Monetary Control 


Hong Kong does not have any central bank. The issuance of Hong Kong 
banknotes is entrusted to nonofficial British banks while the government 
has only an Exchange Fund set up as a security for the notes issued. 

The amount of notes to be issued is largely influenced by the interest 
rates agreed on by the Banks Association, a statutory organization formed 
in 1981. By this means, the use of ill-considered methods by banks in 
attracting depositors can be prevented and the good order of the banking 
system preserved. Hong Kong has used a tloating exchange rate for the 
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Hong Kong dollar, and the government influences the float only in 
reaction to the drastic fall of the Hong Kong dollar. In recent years, 
it was only under the pressure of an intensified currency inflation that 
the government took some intervention measures by reducing the issuance 
of currency, cutting the investment and expenditures of certain public 
agencies, changing the installment payments to a one-time payment in the 
purchase of land at auction, and so forth. 


Through the secretary for monetary affairs, the Office of the Commissioner 
of Banking under him, and the Office of the Commission for Securities 

and Commodities Trading under the secretary of economic affairs, the 
government ensures that the law will provide adequate protection for 
depositors and investors and that the financial organs will operate in 

a healthy manner to stabilize the financial market. 


The government exercises its management over the local financial organs 
under a “three-level financial system." According to the Banking Ordinance, 
the Office of the Commissioner of Banking and the Bank Consultative 
Committee are responsible for the management and regulation of the entire 
banking operation. This is the first level of the financial system. One 
of the objectives of the Banking Ordinance is to protect depositors and 
investors from being swindled so that the banking operation will proceed 
normally. The ordinance stipulates that all banks licensed in Hong Kong 
must publicize their liabilities each year. It also stipulates the 
bank's paidup capital, its total savings deposits and the total amount 

to be kept as liquid assets. 


Banks are the main component of Hong Kong's financial structure. The 
deposit-taking companies, called “near banks," are classified into 
licensed deposit-taking companies and registered deposit-taking companies, 
forming the second- and third-level, respectively, of the financial 
system. The government introduced the Deposit-Taking Company Ordinance 
on the basis of which the Deposit-Taking Company Commissioner's Office 
(actually the Office of the Commissioner of Banking called by a different 
name) and the Deposit-Taking Company Consultative Coumittee were formed 
to exercise administration over these two levels in the financial system. 
The ordinance also stipulated the amount of paidup capital, the amount of 
deposits, and the time limits of deposits as well as the qualifications, 
experiences and social prestige of the licensed deposit-taking companies. 


The principle of free competition is upheld in the control of the stock 

market, and a Stock Exchange Supervisory Committee has been set up under 
the Stock Brokerage Ordinance, only for the purpose of guarding against 

fraudulent or illegal manipulation of the stock market. 


While exercising the necessary control and intervention, the government 
would at the same time adopt laissez faire policies toward banking 
activities. The incoming and outgoing of foreign exchange or the transfer 
of money from one account to another are all free from restrictions. 
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The licenses applied for by foreign financial organs have been withheld 

more than once, but this action was taken only during serious financial] 
upheavals. In May 1981, while carrying out the necessary financial 

reform and streamlining the three-level administrative system, the 

government accepted license applications once again and, as a result, 

the number of local banks with foreign capital increased from 8] at the 

end of 1980 to 96 at the end of November 1982. (See “Hong Kong Almanac 
1983"). At the end of March this year, Hong Kong had a total of 1% 

banks, 1,402 branch banks, 30 licensed deposit-taking companies, and 

31/7 registered deposit-taking companies (Hong Kong TA KUNG PAO 16 June 1983). 


Hong Kong's development into an international financial center with 
excellent conditions for the comprehensive study of finance is 
attributed to these liberal trade policies. 


3. Industrial, Commercial and Trade Control 


The government accepts application from any company and individual for 
registration for independent business operations, and the procedures 

of application are fairly simple. In opening a company with limited 
liability, the applicant need only follow the procedures of registration 
with the Registrar of Companies as set forth in the Company Registration 
Ordinance, and then with the Registrar of Commerce in accordance with 

the Commercial Registration Ordinance. He will then be permitted to 

carry out his business. Companies with trademarks, however, should 
further apply to the Trademarks Registry in accordance with the Trademarks 
Ordinance. 


The Labor Department is in charge of training, health, welfare and other 
work relating to labor, and supervises the implementation of labor laws. 
As long as the company observes these laws (and a few public utility 
companies also have to submit to government supervision over their sales 
prices and labor wages), it will be free to operate and to join the 
competition. 


The government has set up agencies to ensure the effective function of 
the external trade control system. They are the Trade Department and 

the Customs and Excise Department, both under the Industry and Commerce 
Department. The main function of the Trade Department is to handle Hong 
Kong's external trade relations, to issue certificates or origin, and 
import-export certificates. In sharing the work with the Customs and 
Excise Department, this agency is more concerned with the specific control 
of import and export certificates, while the main function of the Customs 
and Excise Department is the enforcement of the system of control over 
the import and export of dutiable goods and narcotics, the laws to 
protect copyrights and particularly the control over illegal trade 
activities. 
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The government stipulates that imports and exports must go through the 
procedures of customs declaration to facilitate the compilation of 
Statistics. With the exception of the four dutiable commodities (Note 1) 
and the four categories requiring import or export permits (Note 2), all 
commodities are duty free and can come in or go out without restriction. 


To achieve high efficiency in external trade, the Trade Department has 
simplified the procedures of issuing import and export permits as much 
as possible, and whatever procedures required are for the fulfillment 
of international obligations relating to the quota of textile exports. 
Except for textiles, export and import permits are free of charge. 


To protect the reputation of Hong Kong's manufactured goods for exports, 
the Trade Department has instituted a system of certification of origin 

for goods conforming to foreign customs regulations, and assumes 
responsibility for their dependability. Besides, it also issues Category A 
certificates for goods exported under the Generalized System of Preference, 
to ensure that the correct category of commodities are exported. 


There is also freedom in the export of gold. That is how Hong Kong, 
small as it is, can proudly take 14th place among all export regions, 
with its export volume ranking among the top 20 in the world. The 
policy of maintaining a free port has been an important factor in 
Hong Kong's development into an international trade center and an 
international gold market. 


Of course, “less control" does not mean inertia by the British authorities, 
since there is the positive aspect of “more services," as demonstrated by 
the efforts of the Trade Development Council in the promotion of external 
trade, the protection provided by the Export Credit Insurance Corp, and 

the improvement of the trade climate mainly through financial policies 

for economic promotion. 


1. Establishment of Trade Development Council and Export Credit Insurance 
Corp 


Since its inception in 1966, the Trade Development Council has set up 

an external trade network with 23 offices in the world in addition to its 
main office in Hong Kong and its Tsuenwan Office. In 1983, this council 
played its role in more than 80 important international events including 
exhibitions of products made in Hong Kong. These exhibitions took place 
throughout the year averaging more than once a week. This council also 
led many commercial groups to visit the Middle East, Japan and Australia 
to form or to promote trade relations; received more than 140 economic 
and trade delegations from 35 countries (and regions); supported many 
economic and trade delegations on their visits to France, Sweden, Finland, 
Austria, Cyprus, England and the United States to strengthen their 
relations with the local governments and the dignitaries in industrial 
and commercial circles, and to increase trade opportunities. In October 
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of the same year, it held the Ninth Hong Kong Toys and Gifts Exhibition 

in Hong Kong and served as advisers to the Second Electronic Products 

and Clocks and Watches Exhibition in Hong Kong. It has published tive 
different journals (Note 3) and distributed them in 1/73 countries. The 
[Trade Consultative Group of this council, aiter its complete computerization 
in 1983, has given 120,000 consultation services regarding overseas trade. 


In 1983, the Export Credit Insurance Corp underwrote approximately 
HK$4.4 billion's worth of goods and services, obtained HKS24 million of 
insurance premium, settled 129 claims and paid HKS$45 million in the 
settlements. (See “He ng Kong 1984") 


«. Preterential Taxes 
With low tax rates (particularly for direct taxation), the government 


has created an attractive investment environment as shown in the changes 
in direct taxes in the receipt-payment budget of the 1984-1985 fiscal 


year: 
ltem Old Rate New Rate 
Standard tax rate lS percent 1/7 percent 
Protit tax rate 16.5 percent 18.5 percent 


Although higher than the old rates by 2 percent, the new rates in Hong 
Kong are still lower than those in the Western countries and the 
neighboring regions, and its status as a free port adds to its 
attraction to prospective investors. 


3. Purposes Served by Financial Expenditures 


Government expenditures are classified into five categories according to 
the major functions: general service, security service, economic service, 
public service and social service, all grouped under the heading of 
“comprehensive expenditures." Three of these services, namely, economi« 


service, public service and social service accounted for about 75 percent 
of the comprehensive expenditures, and this proportion has remained 
consistent despite the large sustained increase in total expenditure. 
Among the expenditures on these three services, those on public servic« 
and social services were even higher. 








Unit: HKS100 million 
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Actual expenditures | 1983-84 | 1984-85 
, —_—_---———o- eo "> ——- ’ 
ltem 1981-82 | 1982-83 | (Revised budget) ‘(Budget draft) 
. a. a Ee eee nie 
Economic | | | 
service 13.96 13.57 14.43 15.71 
| 
Publ ic | | 
service 93.66 102.25 107.34 | 117.2) 
| | | | 
Social] | ; 
service } 115.44 | 144.94 | 171.76 | 191.12 
| | 
Subtotal | 223.06 | 260.76 293.53 | 24.04 
| | 
Percent | 
of total 75.91 73.07 73.06 73.69 
| 
Growth | | 
rate (%) | 36.83 | 16.90 | 12.57 | 10.39 
ee eS a eee ee 


(Source: Receipt-Payment Budget of Hong Kong British Government for 
1984-85 Fiscal Year) 


The so-called “economic service” expenditures include those spent on food 
supply, air transport, water transport, commerce, postal and communications 
facilities. “Public service” includes transportation, land development, 
civil engineering, water works, public security, entertainment, culture 

and cultural amusement, and environmental production. "Social service" 
includes education, medical and health services, social welfare and 

labor benefits. All these services are related to the economic base of 

the society and then to the investment environment. The government 

support all such important undertakings as harbor development, iand 
reclamation, “industrial estate” planning, education and labor training. 


Hong Kong is an international sea transport center which accounts for more 

than 90 percent of Hong Kong's import-export freight traffic. Its harbor 4 
service is of a high standard, and its record of loading and unloading 

time is the best in the Far East. Ordinary ships stay in the harbor 

for an average of 2.6 days, and container ships stay for an average of 

only 15.5 hours. Container is the principal mode of transportation, and 

Kwei Chung has become the center of container transportation in Hong Kong. 
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The Marine Department, as the harbor administration organ of the government, 


is now studying W2VS 40C Means tO eniaTee Awel Ulu i 
At the end of 1983, the Container Whart Co, Ltd o!f Hong Kong and tl 
Sea and Land Transport Co of England signed a contract for the « 

of the wharf in three stages in order to meet the trade r: ire 

of the 1990's. Alter the expansion, the number ol! container andi« 
will be larger than that of New York, with Kwei Chung becoming the sex 


largest container harb« r * be’ ond ‘ ni to AOLtTerdan I tH ‘ he ii ‘ ‘ 
world. In addition, this wharf will have the first multistory container 
warehouse in the world with spiral vehicle trattic lanes. 


' 
Hong Kong s economy is based on industry, even though indust: Lanes 


ce 
7 
. 


up more land and land is expensive. To reduce the effe« 
obstacle to industrial development, the government formed a statut 
organization called the Industrial Estate Corp, mainly for the pur ‘ 
of providing more land for industry and at the same t im ffering a 
series of auxiliary services for industrial roduction, so as to create 
a tavorable investment environment. such a environment wiil attract 
more industrialists with advanced technology to Hong Kong to diversit 
its industry and to consolidate its economic ftouncation. Under 1 


erinciple, this nonprofit corporation has opened up specia!' * 
which land is supplied at low prices for industrial irposes. Th 
corporation also offers a serics of auxiliar services, such a 

disposal of waste matters, waste water and waste ga ind dusts, i] 
undertaken under its unified planning and management. independent 
comprehensive amenities are prov ided near industrial estates, in a i 
housing, education, commercial outlet ind other public services. wr 


aTte also standard all-purpose Tact« i buildings suit si le LOT bea ti 
ditterent modes of industrial production. To be sure that factorls 
t 


with advanced technology will form the main sector in the industri 
estates, the corporation has used the method | assessment and 
selection--whereby land is rented to t e industrial enterpriss 
conforming to the criteria--to be supplemented by a4 more tlexibl M 
of public bidding. This will serve the dual pur | attracting tl 
investment of advanced industries and he'ping the tactor whet it 


out their investment plans speedily. 


In the 1981-1982 fiscal year, the government spent HKS3,18-, . ; 
11.46 percent of the total expenditure, on land and civil « ince! 
According to the statistics of the British authoriti: in i b 
(See “Hong Kong 1984"), the area of land supplied in Tai 
industrial estates may amount | 13 yectar iYS>, 

had already obtained their industrial land 1 a rental isi it ft 
end of 1983 in these two estates. Ihe government a 

of industrial land totaling 25,815 M* in 19S 

Another important measure to improve the investment envil 

the strenethening of education and labor traini i Hone } 

the three fiscal yeat from 198] ¢ 1984, educat 


amounted to HAS4,.125,00UU0,UU00, HAS4,¥ ’ . 
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industry and commerce. This attitude is inconsistent with the need 
to improve the investment environment. While the Western developed 
countries are caught in the quagmire of stagflation and are powerless 
to make their recovery, and while Hong Kong's industry is continuing 
to shrink, it is imperative that government support be given to 
industry and commerce in order to consolidate Hong Kong's economic 
foundation. This has become a loud outcry from the enlightened 
elements in Hong Kong. 


FOOTNOTES 


1. The four dutiable commodities are: tobacco, liquor, hydrocarbon 
Oils and methyl alcohol. 


2. The four categories of commodities are: commodities which are 
hazardous to public health or public security (such as explosives 
and narcotics), strategic commodities (such as firearms, ammunitions, 
petroleum products, transportation materials, minerals, metals, 
machinery and rubber products), dutiable commodities, and restricted 
commodities (such as rice, meat, coal and precious metals). 


3. The five journals are: HONG KONG ENTERPRISE MONTHLY (reporting 
on general products); HONG KONG FURNITURE MONTHLY (a new 
publication particularly introducing household and metal appliances) ; 
HONG KONG TOYS YEARLY; HONG KONG FASHION SEMIYEARLY; AND HONG KONG 
INDUSTRY AND COMMERCE MONTHLY, reporting and commenting on Hong 
Kong developments. 
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